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For  the  first  time  in  its  27-ycar  history 


Journal  Opens  Its  Pages  to  Advertisers 


►  Business  firms  can  now  reacli  the  decision  makers  in  the  property  man-  I 

agement  field— CPMs— through  advertising  in  the  Journal  of  Property  I 
Management,  the  only  professional  magazine  in  the  field  of  real  estate  j 
management  and  maintenance.  | 

►  The  Governing  Council  of  the  Institute  of  Real  Estate  Management  » 

has  opened  the  pages  of  the  Journal  to  advertising  by  legitimate  suppliers  I 
of  products  and  services  for  the  first  time  in  the  27-year  history  of  the  * 
professional  quarterly  in  response  to  many  requests.  | 

►  The  IREM  estimates  that  Journal  readers  annually:  purchase  over  $16  f 
billion  worth  of  real  estate;  purchase  over  $1.25  billion  of  supplies,  equip¬ 
ment  and  services  for  day-to-day  building  operation,  modernization  and  i 
rehabilitation;  and  participate  in  promotion  and  operation  of  new  con¬ 
struction  upwards  of  $1  billion. 

►  Advertising  information  may  be  obtained  from  James  II.  Totten  Co.,  * 

6  North  Michigan  Avenue,  Chicago  2,  Ill.  ? 

►  The  new  advertising  policy  is  part  of  the  Journals  “new  look,”  which 

made  its  debut  with  the  summer  issue  and  drew  a  great  deal  of  favorable 
comment.  Here  are  some  excerpts  from  a  few  letters  received  by  the  editor:  ? 

“I  am  very  much  impressed  with  the  new  Journal  and  want  to  compli-  | 
ment  everyone  connected  with  the  changes.”— Charles  J.  Kydd,  cpm.  East 
Orange,  N.  J.  ^ 

“I  want  to  tell  you  how  much  I  enjoyed  the  new  format  of  the  Journal.  ' 
It  was  an  excellent  move  and  I  wish  to  congratulate  all  those  responsible.”  * 
—Emanuel  E.  Falk,  cpm,  Newport  News,  Va.  I 

“The  ‘new  look’  for  the  Journal  is  really  exciting.  This  is  a  fine  job.  Con-  | 
gratulations  and  good  luck.”— Ormonde  A.  Kieb,  cpm,  Newark  N.  J.  i 

“I  certainly  thought  the  ‘new  look’  Journal  was  a  big  improvement,  both  i 
in  form  and  in  articles.  You  are  doing  a  great  job.”— Robert  C.  Goodman,  j 
CPM,  Norfolk,  Va.  I 

“While  I  was  very  impressed  by  the  ‘new  look’  of  the  Journal,  I  was  de¬ 
lighted  to  see  that  its  content  maintains  the  same  high  qualitv  that  has  ■ 
characterized  the  publication  for  the  past  27  years— articles  of  lasting  in-  j 
terest  which  make  it  an  invaluable  reference  publication  in  every  CPM’s  I 
library.”— William  S.  Everett,  cpm,  Chicago,  Ill. 
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This  interesting  pattern  is  an  architect's  layout  of  a  98-unit  townhouse  development, 
sponsored  by  the  Reynolds  Metals  Company  and  Viking  Development  Co.,  Virginia  Beach, 
Vo.,  now  under  construction  in  Richmond,  Vo.  Recreation  areas,  landscaped  areas  and  the 
swimming  pool  (lower  left)  are  operated  under  the  condominium  principle.  This  is  the 
first  project  based  on  the  condominium  concept  which  has  been  approved  for  FHA  mort¬ 
gage  insurance. 


Condominium  and  Co-operative  Apartments 


h 

William  S.  Everett, 


CPM 


ARE  OTHER  PEOPLE  making  money  developing  new  co-operative 
apartments  in  your  city  while  you  sit  idly  by?  Are  you  embarrassed 
when  your  friends  start  discussing  “condominiums”  and  you  aren’t 
even  sure  how  the  word  is  pronounced?  A  building  manager  must  be 
“hep”  to  these  things— understand  what  makes  the  appeal  in  coopera¬ 
tives,  be  able  to  explain  the  difference  between  co-operatives  and 
condominiums,  and  be  alert  to  the  money  making  opportunities  of 
each. 

Let  us  analyze  what  a  co-operative  apartment  building  is.  We  are 
talking  about  a  multi-unit  building— a  building  where  the  ownership 
rights  include  the  right  of  occupancy  of  an  apartment.  The  operations 
and  the  upkeep  are  paid  for  on  a  net-cost  basis.  There  are  various 
tvpes  of  buildings  that  fit  this  definition,  but  all  have  these  elements 
from  which  there  are  real  advantages. 

First  of  all,  in  a  co-op  you  eliminate  the  landlord’s  profits.  A  land- 
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j  This  townhouse  development,  organized  in  a  conventional  stock-and-lease  type  of  co¬ 
operative,  is  being  built  on  Chicago's  south  side  in  a  redevelopment  area  near  the  Uni- 
j  versity  of  Chicago.  Known  as  Hyde  Park  Co-Op  Homes,  Inc.,  it  contains  34  townhouses. 
=  The  corporation  owns  all  property  and  has  a  blanket  mortgage  which  is  insured  by  FHA. 
=  It  is  the  first  large-scale  project  organized  in  Chicago  under  the  Sec.  213  program  of  FHA. 
I 


H  he  New  Frontier  in  Housing 


lord  expects  a  return  on  his  equity— usually  a  return  of  10  to  20  per 
cent  on  the  money  actually  invested. 

In  addition,  co-ops  have  an  advantage  in  that  they  eliminate  the 
waste  inherent  in  rental  operations— there  is  no  vacancy  loss  that  must 
he  paid  for;  there  is  no  change  of  fashion,  or  colors  in  kitchen  equip¬ 
ment,  or  new  linoleum  to  be  put  in.  Re-renting  frequently  involves 
re-decorating  faster  than  the  paint  wears  out.  All  of  these  things  must 
he  paid  for  in  a  rental  building. 

Thirdly,  there  is  a  real  tax  saving  in  co-op  ownership.  The  tax 
saving  occurs  through  the  reduction  in  personal  taxable  income  be¬ 
cause  of  interest  and  real  estate  taxes  paid  as  a  part  of  your  normal 
maintenance  charge— deductible  items  on  income  tax  returns. 

Fourth,  there  is  a  saving  because  the  equity  put  into  a  co-operative 
apartment  gives  the  owner  a  dividend  in  the  form  of  a  lower  rent. 
This  is  a  tax-free  return  on  his  investment. 


William  S.  Everett,  vice  president 
of  Browne  &  Storch,  Inc., 
Chicago,  is  o  recognized 
authority  on  co-op  apartments. 
He  is  o  member  of  the  IREM 
Governing  Council  and  is 
chairman  of  the  Institute's 
Division  of  Education. 
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why  People  Like  Co-ops 

People  like  co-ops  because  they  have  per¬ 
manency  of  tenure,  not  requiring  renegotia¬ 
tion  of  a  new  lease  each  year.  This  is  a  real  ad¬ 
vantage  to  many  people. 

People  like  a  voice  in  the  operation  and  con¬ 
duct  of  their  building.  They  want  to  be  con¬ 
sulted  on  how  the  building  is  operated,  and 
want  to  help  discuss  operation  problems  such 
as  whether  the  lobby  needs  re-doing,  or 
whether  there  should  be  a  doorman  at  the 
front  door.  People  like  a  voice  in  such  matters. 

They  like  a  voice  also  in  the  selection  of 
neighbors.  They  want  to  know  who  is  going  to 
live  around  them.  In  a  co-operative  there  are 
tenant  committees  or  a  board  of  directors 
which  must  approve  these  things. 

Also,  there  is  a  pride  of  ownership  which 
goes  with  owning  a  part  of  a  building,  and 
tenants  with  pride  take  better  care  of  a  prop¬ 
erty.  They  are  careful  in  how  they  maintain 
the  public  spaces  as  well  as  their  apartments. 

These  fundamental  advantages  exist  in  all 
good  co-operative  projects  and  explain  why— 
once  they  have  been  launched— they  are  con¬ 
tinuing  successes. 


operative,  however,  is  financed  with  a  mort¬ 
gage  of  97  per  cent,  and  the  equity  or  cash 
down  payment  is  only  3  per  cent  ( Table  A ) . 


TABLE  A 

Conventional  FHA 
Rental  Bldg.  Co-operative  Co-operative 

Project  Cost . $1,035,000  $1,035,000  $1,035,000 


First  Mortgage  ..  672,750  672,750  1,003,950 


Equity  . 

362,250 

362,250 

31,050 

Per  cent  of  Equity 

35% 

35% 

3% 

Cost  Per  Room  . . 

.$ 

4,500  $ 

4,500  $ 

4,500 

Equity  Per  Room 

1,575 

1,575 

135 

Down  Payment  to 

acquire 

a  4  Room  Apt. 

6,300 

540 

o  5  Room  Apt. 

7,875 

675 

The  field 

of 

prospects 

is  tremendously 

broadened  by  the  low  down  payment  required 
under  FHA  financing.  However,  some  of  the 
operating  economics  are  lost  due  to  the  heavy 
debt  service  required.  The  usual  conventional 
financing  is  amortized  in  25  years.  Under  FHA 
the  repayment  period  can  extend  as  long  as  39 
or  40  years.  Disregarding  any  economies  of 
operation— and  elimination  of  renting  and  dec¬ 
orating  expenses— the  results  of  co-operative  , 
ownership  can  readily  be  seen  in  Table  B.  i 


Ownership  Advantages 

Let  us  examine  more  closely  the  economic 
advantages  of  ownership  as  against  rental 
occupancy.  Let  us  compare  a  rental  building, 
a  conventionally-financed  co-operative,  and 
an  FHA-financed  project.  The  latter  type  has 
such  extremely,  liberal  terms  of  financing  that 
it  creates  an  unusual  opportunity  to  extend  this 
form  of  residency  to  middle  and  lower  income 
groups  that  ordinarily  do  not  have  the  oppor¬ 
tunity  to  economize  through  investment. 

Let  us  assume  we  are  to  construct  a  new 
building  that  will  contain  about  30  five-room 
apartments  and  20  four-room  units— a  total  of 
230  rooms.  Let  us  further  assume  that  we  can 
build  it  for  $4,500  a  room.  The  three  types  of 
ownership  and  financing  will  not  affect  the 
cost.  In  the  normal  rental  building  with  con¬ 
ventional  financing  we  would  expect  a  65  per 
cent  mortgage  and  35  per  cent  equity.  The 
same  financing  would  apply  to  a  convention¬ 
ally  financed  co-operative.  The  FHA  co- 


TABLE  B 

Conventional 
Rental  Bldg.  Co-operative 

FHA 

Co-operative 

t 

Operating  and 

Taxes  . 

.  $  52,400 

$  52,400 

$  52,400 

Interest  and 

Amortization 

.  50,725 

50,725 

72,785, 

103,125 

103,125 

125,185 

Monthly 

1 

requirements 

8,594 

8,594 

10,432 

Average 

4  Room  Apt. 

.  $  200.00 

$  150.00 

$  181.44 

Average 

5  Room  Apt. . 

250.00 

187.50 

226.80 

This  example  is  based  on  a  conventional 
55^  per  cent  interest  mortgage,  amortized  over 
25  years;  the  FHA  loan  is  at  5/4  per  cent,  and 
requires  52  per  cent  mortgage  insurance  pre¬ 
mium  and  152  per  cent  initial  curtail  on  the 
principal  of  the  loan. 

If  we  assume  that  the  above  rentals  are  fair 
and  what  can  be  obtained  in  the  market  place,  j 
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you  will  observe  that  the  conventional  co¬ 
operative  can  be  occupied  for  25  per  cent  less 
than  a  rental  building.  The  FHA  building  is 
occupied  at  about  9)2  per  cent  less  than  a  rental 
building,  but  it  takes  practically  no  down  pay¬ 
ment  to  acquire  it. 

If  we  carry  our  example  a  little  further,  it 
will  be  seen  that  the  return  to  an  entrepreneur 
is  so  marginal  that  not  many  would  be  inspired 
to  build  unless  they  felt  there  was  opportunity 
to  increase  these  rentals.  Based  upon  above 
rentals  of  $200  and  $250  per  apartment,  the 
project  would  have  a  gross  rental  of  $138,000. 
If  we  deduct  a  modest  5  per  cent  allowance 
for  vacancy  and  rent  losses,  there  is  a  net  effec¬ 
tive  rental  of  $131,100.  After  operating  and 
mortgage  requirements  of  $104,125,  there  is  a 
net  return  of  $27,975.  This  is  a  net  cash  flow  of 
8  per  cent  on  the  full  equity. 

The  economic  advantage  of  a  25  to  45  per 
cent  reduction  in  monthly  rental  is  the  main 
factor  that  inspires  most  purchases  of  co¬ 
operatives.  When  a  person  acquires  stock  and 
lease  signifying  ownership  of  a  co-operative 
apartment,  he  has  purchased  a  franchise  to 
have  his  rental  reduced.  Other  advantages 
are  supplemental,  but  this  is  the  primary  mo¬ 
tive  for  acquisition. 

Corporation  Is  Customary  Form 

There  are  a  great  many  forms  of  organiza¬ 
tion  that  have  been  tried  by  co-operatives 
through  the  years.  The  most  frequently  used 
form  in  the  United  States,  which  generally  has 
proved  most  acceptable,  is  the  corporation. 

Most  people  are  familiar  with  what  a  share 
of  stock  is,  how  directors  are  elected,  and  how 
corporations  conduct  business.  The  rights  of 
minority  stockholders  are  understood.  In  co¬ 
operative  practice,  a  corporation  is  formed 
which  purchases  an  apartment  building,  usu¬ 
ally  financed  by  a  monthly  amortizing  mort¬ 
gage  loan.  All  the  stock  is  allocated  to  various 
apartments  in  proportion  to  the  apartment’s 
value.  Monthly  operating  charges,  taxes,  in¬ 
terest  and  amortization  are  paid  by  each  share¬ 
holder  in  proportion  to  the  number  of  shares 
owned. 

While  this  form  of  organization  has  worked 
well  in  most  instances  for  almost  a  centurv,  it 


does  have  one  drawback.  If  one  shareholder 
does  not  pay  his  assessment,  the  others  must 
make  up  the  deficit  or  run  the  risk  that  the 
mortgage  will  be  foreclosed,  the  propertv 
taken  for  taxes,  or  the  service  and  upkeep  im¬ 
paired.  In  practice  this  has  not  been  a  serious 
handicap,  as  the  corporation  could  promptly 
evict  the  non-paying  tenant  and  re-sell  the 
apartment  for  more  than  enough  to  make  up 
the  deficit.  The  individual  owner  may  lose 
most,  or  all,  of  his  equity,  but  the  corporation 
or  the  adjoining  owners  seldom  are  damaged. 
They  need  only  be  willing  to  find  someone  to 
take  over  the  going  monthly  rate.  As  long  as 
the  co-operative  charges  are  less  than  com¬ 
parative  rentals,  a  buyer  can  be  found  who  will 
step  in  and  occupy  the  apartment  at  the  eco¬ 
nomical  rate.  This  rental  differential,  then,  is 
the  true  measure  of  the  value  of  the  apartment. 

In  the  depression  years  of  1933-1935,  it  will 
be  recalled  that  thousands  of  rental  apartment 
building  owners  lost  their  equities  when  build¬ 
ings  could  not  rent  for  enough  to  pay  their 
service  and  debt  requirements.  Many  co¬ 
operatives  were  foreclosed,  too,  and  some 
apartment  owners  who  had  paid  for  their 
apartments  in  full  lost  out  because  their  neigh¬ 
bors  failed  to  keep  up  their  end.  In  the  era  of 
falling  rents,  there  were  not  enough  replace¬ 
ment  tenants  found  to  carry  on  the  projects. 
Generally,  however,  foreclosures  of  co-opera¬ 
tives  in  the  depression  years  were  far  less  pro¬ 
portionately  than  among  equity  owners. 

Nevertheless,  the  fear  of  liability  for  a  larger 
share  of  taxes  and  mortgages  has  jent  hundreds 
of  brilliant  minds  on  a  search  for  a  more  per¬ 
fect  way  to  accomplish  the  advantages  of  co¬ 
operative  living  without  this  handicap.  Many 
feel  that  the  answer  is  the  Condominium. 

What  is  Condominium? 

The  dictionary  defines  condominium  as 
“joint  ownership  and  control.”  In  practice  it 
refers  to  property  under  joint  ownership  and 
control.  In  common  usage  it  is  applied  to  the 
individual  apartment  which  is  individually 
owned,  outright,  together  with  the  bundle  of 
rights,  privileges  and  responsibilities  that  go 
with  the  areas  or  portions  of  a  building  and 
land  which  are  owned  and  controlled  jointly. 
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In  a  condominium,  each  apartment  is  con¬ 
veyed  by  deed  to  an  individual  (or  group  of 
individuals,  or  a  corporation).  Legal  title  to 
this  portion  of  a  building  is  just  as  complete 
and  absolute  as  it  is  to  a  house.  It  may  be  indi¬ 
vidually  mortgaged,  rented,  given  away,  or  in¬ 
herited.  The  individual  can  do  anything  with 
his  ownership  that  he  can  do  with  any  other 
property  owned  in  fee  simple.  As  in  a  housing 
subdivision,  there  are  a  few  recorded  restric¬ 
tions  on  how  the  property  may  be  used.  In 
addition  there  are  rights  and  responsibilities, 
held  jointly  with  other  owners,  to  maintain  the 
jointly-controlled  facilities.  With  individually- 
assessed  taxes  and  individual  mortgage  re¬ 
sponsibilities,  the  old  fear  that  some  people 
professed  about  the  corporation  type  co-opera¬ 
tive  seems  to  be  eliminated. 

Concept  Is  Not  New 

The  condominium  concept  is  not  new.  It 
was  used  in  Rome  in  the  6th  century,  B.C.  It 
has  been  used  frequently  in  the  government- 
financed  apartments  built  throughout  Italy 
since  the  war.  Condominiums  are  well  known 
in  Brazil  and  Argentina,  and  Puerto  Rico  has 
made  extensive  use  of  them  since  the  enact¬ 
ment  of  a  new  law  in  1958. 

Among  the  successful  ones  in  the  United 
States  are  the  Brandywine  Chesapeake  Apart¬ 
ments  in  Washington,  D.  C.,  built  in  1947  and 
sold  under  a  Veterans  Administration  plan  of 
separate  mortgages  for  the  55  units,  and  a  22- 
unit  building  completed  in  1947  in  Stamford, 
Conn. 

Condominium  formation  is  greatly  facili¬ 
tated  if  formed  pursuant  to  a  state  condomin¬ 
ium  law.  This  simplifies  many  of  the  organiza¬ 
tional  procedures— recording  titles,  rights  of 
mortgagees,  methods  of  enforcing  responsibil¬ 
ities.  When  these  matters  become  part  of  the 
state  law,  they  do  not  need  to  be  repeated  in 
individual  agreements.  Just  as  each  state  now 
has  a  corporation  act  which  specifies  how  in¬ 
dividual  corporations  are  formed,  and  what 
their  bylaws  may  prescribe,  the  condominium 
law  prescribes  also  the  general  outline  of  how 
condominiums  are  formed,  yet  permits  them 
to  make  their  own  bvlaws  or  rules  of  adminis- 
tration. 


Horizontal  Property  Act 

A  number  of  states  are  now  considering  tlie 
adoption  of  a  condominium  law.  Puerto  Rico 
has  had  the  longest  experience  with  such  a 
law,  and  we  can  learn  much  from  an  analysis 
of  it.  Even  the  title  is  illuminating— it  is  called 
the  “Horizontal  Property  Act.” 

It  will  be  recalled  that  the  historic  concept 
of  ownership  of  a  piece  of  land  gave  the  owner 
rights  to  the  surface  and  all  rights  down  to  the  \ 
center  of  the  earth  and  extending  an  infinite 
distance  up  into  the  sky.  The  Horizontal  Prop¬ 
erty  Act  permits  subdivision  of  this  space  into 
separate  horizontal  strati  or  layers. 

The  act  provides  that  where  a  sole  owner  or 
group  of  owners  expressly  declare,  through  a 
duly-recorded  public  deed,  a  wish  to  have  the 
property  governed  by  the  regime  set  up  by 
this  law,  that  it  thereafter  shall  be  so  governed. 
The  word  apartment  applies  to  any  described 
area  whether  it  be  used  for  residence,  office, 
industry,  or  business.  Individual  apartments 
shall  have  title  recorded,  conveyed,  mort¬ 
gaged,  and  handled  entirely  independently  of 
the  building  of  which  they  are  a  part. 

Each  owner  has  an  exclusive  right  to  his  1; 
apartment,  and  must  share  with  other  co¬ 
owners  the  maintenance  of  the  common  ele¬ 
ments  of  the  property,  in  proportion  to  the 
value  of  the  apartment  in  relation  to  the  value  f 
of  the  whole  property.  This  percentage  is  es¬ 
tablished  when  the  horizontal  property  regime 
is  first  constituted,  and  can  only  be  changed  by 
unanimous  consent  of  all  owners. 

The  law  specifies  what  the  common  ele¬ 
ments  of  the  property  are.  These  include  the 
land,  foundations,  main  walls,  roofs,  halls,  lob¬ 
bies,  stairways,  entrance  and  exit  ways,  base¬ 
ments,  yards  and  gardens,  janitors  or  caretak¬ 
ers  apartments,  the  installations  of  central 
services  such  as  power,  light,  gas,  cold  and  hot 
water,  reservoirs,  water  tanks  and  pumps,  ele¬ 
vators,  incinerators,  and  all  other  elements  of 
a  building  rationally  of  common  use  or  neces¬ 
sary  to  its  existence,  upkeep,  and  safety. 

The  common  elements  must  remain  un¬ 
divided  and  not  subject  to  any  action  for  divi¬ 
sion  of  co-ownership.  Each  owner  may  use  the 
common  elements  in  the  manner  intended 
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without  hindering  or  encroaching  upon  an¬ 
other. 

Use  and  Enjoyment 

The  use  and  enjoyment  of  each  apartment 
is  subject  to  rules  set  forth  in  the  law.  For  in¬ 
stance,  each  apartment  shall  be  devoted  solely 
to  the  use  set  forth  in  the  deed.  No  tenant  may 
make  a  noise,  cause  an  annoyance,  or  do  any 
act  that  may  disturb  the  peace  of  other  co¬ 
owners.  The  apartment  may  not  be  used  for 
any  purpose  contrary  to  law,  morals,  or  normal 
behavior. 

Each  co-owner  carries  out  at  his  own  ex¬ 
pense  any  works  of  modification,  repair,  clean¬ 
ing,  safety,  or  improvement  within  his  apart¬ 
ment  without  disturbing  the  legal  use  and 
enjoyment  of  the  rights  of  other  co-owners,  or 
changing  the  exterior  form  of  the  facade,  or 
painting  the  exterior  walls,  doors,  or  windows 
in  colors  or  hues  different  from  those  of  the 
whole. 

Violation  of  any  of  the  rules  is  a  ground  for 
action  for  damages  by  the  co-owner  aggrieved. 

Necessary  works  for  maintenance  of  com¬ 
mon  elements  shall  be  carried  out  as  directed 
by  a  majority  of  the  co-owners.  Any  work  be¬ 
yond  necessary  maintenance  requires  unani¬ 
mous  consent.  Whenever  the  common  ele¬ 
ments  require  urgent  or  necessary  repair,  any 
co-owner  may  undertake  this  responsibility 
and  may  recover  from  the  others  their  propor¬ 
tionate  share  of  the  cost. 

Where  an  apartment  belongs  undividedly  to 
several  persons,  and  one  conveys  his  share,  the 
others  have  certain  rights  of  redemption. 

The  act  describes  in  detail  the  procedure 
and  form  for  registration  of  the  subdivision. 
Bylaws  must  be  adopted  for  every  property 
and  become  part  of  the  deed.  The  bylaws  de¬ 
scribe  how  the  property  is  administered— by 
an  administrator  or  by  a  board  of  administra¬ 
tion.  It  specifies  how  meetings  are  called,  the 
method  of  collecting  from  co-owners  for  pay¬ 
ment  of  common  expenses,  employment  of 
service  personnel,  and  records  to  be  kept  of 
expenditures. 

No  owner  may  exempt  himself  from  con¬ 
tributing  toward  expenditures  by  waiver  of 
the  use  or  enjoyment  of  the  common  elements. 


or  by  a  willful  abandonment  of  the  apartment. 

Any  person  acquiring  an  apartment  shall  be 
jointly  and  severally  liable  with  the  conveyor 
for  amounts  owed  by  the  latter  up  to  the  time 
of  conveyance.  If  the  property  burns  down, 
and  is  not  adequately  insured,  the  building 
may  be  rebuilt  by  the  majority,  and  the  others 
may  be  charged  for  their  portion.  Apartments 
are  individually  insured. 

So  much  for  the  law  itself.  A  great  deal  more 
depends  upon  the  bylaws  and  policies  of  the 
individual  condominium,  its  administrator  or 
manager,  and  its  council  of  co-owners.  The 
vehicle  is  adequate,  if  it  follows  sound  and 
proper  policies. 

Comparison  of  Co-op  and  Condominium 

In  the  corporate  co-operative,  there  is  no 
individual  responsibility  on  the  mortgage  or 
other  indebtedness.  The  individuals  have  a 
“three  way  escape”  clause  in  their  proprietary 
leases.  When  adversity  hits,  they  may  sublease 
the  apartment,  sell  it,  or,  under  the  very  worst 
circumstances,  may  give  it  back  to  the  corpora¬ 
tion.  They  lose  their  equity,  but  walk  away 
from  it  whole.  Very  frequently  such  a  circum¬ 
stance  would  mean  that  others,  if  unable  to 
find  a  buyer  for  the  defaulting  one,  would 
sooner  or  later  be  forced  to  surrender  their 
apartments,  too,  and  the  project  would  crash. 

In  the  condominium,  individuals  cannot 
escape  by  abandoning  the  apartment.  They 
remain  individually  liable  for  mortgage  and 
tax  liens  until  paid.  If  others  fail  to  keep  up 
services  in  the  building,  it  may  become  so  run 
down  as  to  be  unsuitable  as  a  place  to  live. 
The  co-owner  with  resources  cannot  abandon 
it,  however. 

Selectivity  of  tenants  is  one  of  the  advan¬ 
tages  enjoyed  by  corporate  co-operatives.  The 
apartment  cannot  be  transferred  except  to 
persons  who  meet  the  board  of  directors’  cri¬ 
teria  in  all  regards,  including  social  and  finan¬ 
cial  standing.  In  the  condominium  there  have 
been  few  buildings  that  have  attempted  such 
arbitrary  control.  Usually  the  only  limitation 
is  to  grant  the  other  co-owners  an  option  to 
purchase  the  apartment  if  they  so  desire. 
Under  the  FHA  type  of  lease,  both  board  ap¬ 
proval  and  the  option  are  provided.  Sometimes 


VOLUME  27  •  NUMBER  J  •  FALL  1961 


9 


there  is  a  further  limitation  that  the  apartment 
may  be  bought  back  at  original  cost  (down 
payment),  or  original  cost  plus  amortization, 
or  cost  less  depreciation,  or  market  value. 

In  most  states  a  corporation  can  sell  its 
principal  asset  (its  building),  refinance,  or 
make  additions  and  improvements  with  the 
consent  of  66%  per  cent  of  the  shareholders. 
The  condominium  requires  unanimous  con¬ 
sent  for  such  actions.  Thus,  after  a  building  be¬ 
comes  older  and  major  revisions  are  needed, 
such  as  new  elevators,  boilers  and  the  like,  100 
per  cent  approval  is  required  before  the  prop¬ 
erty  may  be  refinanced  to  pay  for  these 
revisions. 

With  the  dearth  of  experience  and  history 
of  the  condominium  in  this  country,  it  appears 
that  under  many  circumstances  the  prevailing 
type  of  corporate  co-operative  would  be 
greatly  preferred. 

I  believe  that  most  people  of  wealth  would 
choose  corporate  co-operatives,  preferring  to 
gamble  the  loss  of  a  minimum  equity  to  the 
possible  long  term  liability  on  mortgage  and 
tax  liens  from  which  there  may  be  no  escape. 

Under  present  income  tax  laws,  both  forms 
of  organization  enjoy  equal  advantages. 

Condominium,  with  the  ability  to  refinance 
frequently  in  the  event  of  sale— thus  permit¬ 
ting  lower  down  payments  even  after  con¬ 
siderable  amortization  of  an  original  mortgage 
—has  a  decided  advantage  in  this  regard, 
appealing  to  those  in  the  lower  income 
brackets. 

The  fact  that  it  is  more  difficult  to  add  em¬ 
bellishments  and  increase  services  under  the 
condominium  plan  (requiring  unanimous 
consent )  is  an  advantage  to  those  on  minimum 
and  fixed  incomes. 

There  seems,  then,  to  be  a  place  for  both 
tvpes  of  co-operative  organizations,  and  we 
can  expect  both  to  flourish  under  the  present 
economic  climate  of  our  country. 

New  Section  234 

The  new  housing  act  not  only  retains  the 
previous  provisions  relating  to  multi-unit 
buildings,  both  rental  and  co-operative,  but 
adds  a  new  Section  234  which  permits  FHA 
to  insure  individual  apartment  mortgages  in  a 


condominium.  This  applies  both  to  new  build¬ 
ings  and  existing  ones,  except  those  now  or¬ 
ganized  as  Section  213  co-operatives. 

The  administrative  regulations  and  the 
commissioner’s  directive  have  not  yet  been 
published.  It  would  appear  that  multi-unit 
buildings  will  be  built  under  existing  loan 
programs  ( Sections  207  and  220 ) .  When  erec¬ 
ted  and  sold  to  prospective  co-owners,  they 
will  be  refinanced  as  individual  properties, 
with  loan  limits  and  other  restrictions  similar 
to  Section  203  loans  on  individual  homes.  FHA 
appraisal  of  value  will  be  the  limiting  factor  on 
sale  prices. 

The  new  act  permits  guaranteed  mortgages 
when  land  is  leased  for  long  terms,  as  well  as 
purchased.  This  should  further  reduce  the 
down  payments  required  in  condominium 
housing. 

Opportunities  in  FHA  Co-operatives 

Previous  FHA  laws  relating  to  co-operative 
development  (Section  213)  present  Realtors 
with  varied  types  of  opportunities  for  profits 
and  fees  from  the  development  of  co-operative 
housing.  Having  an  interest  as  well  as  a  legal 
responsibility  to  protect  the  welfare  of  the 
consumer— the  co-operative  apartment  buyer 
—FHA  regulations  naturally  limit  these  fees 
and  profits.  Nevertheless,  a  study  of  Section 
213  is  worthwhile. 

FHA  programs  under  Section  213  provide 
the  machinery  for  three  types  of  co-operative 
projects.  The  first  type  is  called  the  “investor- 
sponsor”  project.  For  one  who  provides  the 
equity  money,  FHA  will  insure  a  90  per  cent 
loan,  and  the  investor-sponsor  may  complete 
the  building  and  sell  it  to  the  consumer-tenant- 
owners  after  erection.  The  investor-sponsor 
has  two  years  in  which  to  complete  sales  ol 
individual  units.  These  consumers  get  an  in¬ 
creased  loan  which  amounts  to  97  per  cent  of 
the  total  cost,  including  sales  fees  and  working 
capital,  and  thus  need  only  3  per  cent  as  down 
payment.  If  the  investor-sponsor  fails  to  sell 
the  apartment  units  within  two  years,  the 
building  can  remain  as  a  rental  project  and  the 
90  per  cent  mortgage  continues.  This  then  be¬ 
comes  identical  to  a  Section  207  loan  on  ordi¬ 
nary  rental  construction. 
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This  diagram  shows  the  layout  of  apartments  in  the  Hart¬ 
shorn  Homes  townhouse  development  under  construction  in 


The  second  type  is  called  a  “consumer- 
management”  project.  In  this  type  of  project, 
a  group  of  people  who  want  a  building  con¬ 
structed  get  together,  organize  a  co-operative 
corporation,  employ  a  contractor  to  build  the 
building  at  a  specified  price,  and  FHA  will 
insure  a  97  per  cent  mortgage  and  see  that  the 
construction  funds  are  advanced.  Under  this 
procedure  the  project  must  be  95  per  cent  sold 
out  before  construction  can  start. 

The  third  type  of  FHA  co-operative  project 
is  similar  to  the  second  form,  but  permits  the 
purchase  of  an  existing  building  rather  than 
construction  of  a  new  building.  Again  the  pro¬ 
ject  must  be  95  per  cent  sold  prior  to  purchase, 
and  a  97  per  cent  mortgage  is  insured.  If  the 
building  being  purchased  has  been  con¬ 
structed  since  September  23, 1959,  it  is  subject 
to  FHA  inspection  for  eligibility.  This  means 
it  must  qualifv  as  to  room  sizes  and  construc¬ 
tion  standards. 

Older  Buildings  Acceptable 

Older  type  buildings  are  acceptable  for  in¬ 
sured  mortgages,  their  older  construction  fea¬ 
tures  being  reflected  in  FHA’s  appraisal  value. 

Under  FHA  regulations,  a  real  estate  man 
can  represent  only  one  side  of  a  transaction. 


Richmond,  Vo.  Recreational  areas  and  a  swimming  pool  ore 
jointly  owned  and  controlled.  For  $300  down,  $95  closing 
cost,  and  $72.50  o  month,  buyers  get  o  three-bedroom,  one 
and  one-holf  both  townhouse  on  o  20  by  60  foot  lot,  valued 
at  $10,000.  Townhouses  hove  individual  mortgages  insured 
by  FHA,  the  first  development  using  the  condominium  con¬ 
cept  to  receive  FHA  backing. 

You  may  represent  the  seller  or  the  buying 
group  of  consumers,  but  not  both.  FHA  ap¬ 
praisal  of  existing  buildings  does  not  include 
a  seller’s  commission,  so  unless  your  seller  has 
a  minimum  price,  it  is  hard  to  find  recognition. 
If  you  represent  the  buyers— if,  in  fact,  you 
solicit  and  organize  the  buyers— FHA  recog¬ 
nizes  a  3  per  cent  fee  for  combined  legal,  sales 
promotion,  advertising  and  organization  ex¬ 
penses.  And,  of  course,  you  probably  can  end 
up  with  a  management  contract.  But  initially, 
at  least,  FHA  frowns  on  anything  longer  than 
a  one  year  management  contract.  The  buying 
group  must  be  free  to  select  its  own  managing 
agent  after  it  acquires  the  property. 

How,  then,  does  a  co-operative  project  get 
started  under  FHA?  In  actual  practice  it  is 
usually  a  real  estate  man  who  gives  the  initial 
push  to  organize  the  co-operative.  To  a  cer¬ 
tain  extent  one  has  to  be  on  both  sides  of  the 
fence:  (1.)  work  with  an  owner  or  developer 
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to  get  a  building  erected,  and  at  a  fair  price; 
(2.)  work  with  FHA  to  see  that  the  transac¬ 
tion,  the  price,  and  the  buying  group  meet 
its  approval;  ( 3. )  work  with  the  buying  group, 
inspiring  and  organizing  them. 

This  is  all  right,  provided  you  work  basically 
with  the  buying  group,  and  you  neither  have 
nor  had  the  slightest  interest  in  the  sale  of  the 
property,  and  you  receive  no  commission. 

Types  of  FHA  Loans 

Let  us  compare  the  various  types  of  FHA- 
insured  loans.  These  are  really  not  compli¬ 
cated  to  learn,  and  the  real  estate  manager 
should  have  them  clearly  in  mind: 

Sec.  203:  Single  Family  Houses. 

Sec.  207:  Mult-unit  Rental  Project. 

Sec.  213:  Multi-unit  co-operative,  may  be 
investor-sponsored,  co-operative 
group,  or  existing  building  con¬ 
verted  for  a  co-operative  group. 

Sec.  220:  Multi-unit  Building  in  Urban  Re¬ 
newal. 

Sec.  221:  Housing  for  Moderate  Income 
and  Displaced  Families. 

Sec.  231:  Rental  Housing  for  the  Elderly. 

Sec.  232:  Nursing  Homes, 

Sec.  233:  Experimental  Housing  (new 
1961). 

Sec.  234:  Condominiums  (new  1961). 

The  sections  that  we  are  most  concerned 
with  then  are  207, 213,  220,  and  234.  Here  is  a 
comparison  of  some  of  their  features: 

FHA,  of  course,  doesn’t  loan  money.  All 
it  does  is  insure  certain  types  of  mortgages. 
Even  after  FHA  has  issued  its  insurance  com¬ 
mitment,  often  it  is  still  a  problem  to  get  an 
investor  to  take  some  of  these  loans.  It  fre¬ 
quently  requires  offering  the  loan  at  a  “dis¬ 
count.”  This  may  be  because  the  stipulated 
interest  rate  is  below  the  market,  or  because 
the  maturity  is  so  long  that  investors  shy  away, 
or  because  investors  just  consider  the  specu¬ 
lative  risk  too  great.  At  any  rate,  most  multi¬ 
storied  projects  do  require  a  discount  below 
par  on  the  mortgage,  a  cost  that  is  not  gener¬ 
ally  recognized  in  appraisals. 

The  maximum  terms  of  most  of  the  above 
four  categories  of  loans  are  about  the  same: 
39  years  for  a  Section  207  or  Section  220  loan. 


and  40  years  for  a  new  Section  213  project. 
Existing  buildings  sold  as  Section  213  projects, 
and  some  urban  renewal  projects,  are  limited 
to  three-quarters  of  the  remaining  economic 
life  of  a  building.  The  interest  rate  for  all  these 
types  of  loans  is  the  same,  514  per  cent.  This 
is  prescribed  by  law. 

There  is  a  big  difference  in  the  methods  of 
determining  land  value  under  the  different 
sections  of  the  law.  Section  207  projects  have 
land  value  determined  by  an  appraisal  of  " 
market  value.  This  may  present  an  oppor¬ 
tunity  for  a  capital  gain  profit.  Under  Section 
213,  land  put  into  the  project  must  not  exceed 
certified  cost.  In  the  investor-sponsor  type  of 
cooperative,  the  land  is  appraised  at  market 
value,  but  the  profits  are  quite  limited.  Under 
Section  220  loans,  land  is  purchased  under  the 
urban  renewal  procedures  and  is  in  the 
project  at  cost. 

One  criteria  for  determining  the  size  of 
loan  permitted  is  the  ratio  of  loan  to  value, 
with  value  determined  as  follows: 

Sec.  207  (Rental  Project):  90  per  cent  of  esti-  ^ 
mated  value  of  project. 

Sec.  213  ( Investor-Sponsor ) :  90  per  cent  of  cer-  | 
tified  cost  for  investor-sponsor;  97  per  cent  | 
when  sold  by  sponsor  to  co-op  group.  x 

Sec.  213  (Co-op  Group):  97  per  cent  of  esti¬ 
mated  value;  must  be  certified  upon  comple¬ 
tion.  V 

Sec.  213  (Existing  Building):  97  per  cent  of  1 
estimated  value. 

Sec,  220  ( Urban  Renewal ) :  90  per  cent  of  re¬ 
placement  cost,  certified.  As  part  of  this  cost, 
a  10  per  cent  builder’s  risk  fee  is  allowed.  This 
cost  includes  financing,  carrying  and  prelim¬ 
inary  costs,  and  architects.  Thus  this  fee  is 
quite  an  attractive  reward. 

Another  criteria  by  which  FHA  judges  the 
size  of  the  loan  is  the  maximum  price  per  room. 
This  is  a  statutory  limit  set  out  in  the  law  itself. 
For  multi-unit  elevator  buildings,  this  max¬ 
imum  is  $3,000  per  room,  except  in  certain 
high  cost  areas  such  as  Chicago,  where  an 
additional  $1,250  is  allowed,  or  $4,250  per 
room  maximum.  If  the  size  of  the  dwelling 
units  average  less  than  4  rooms,  there  is  a  max¬ 
imum  of  $9,400  per  dwelling  unit.  For  a  gar-  j 
den-type  project  the  comparable  figures  are:  | 
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$2,500  per  room,  plus  $1,250  per  room  in  high 
cost  areas,  and  a  maximum  of  $9,000  per  dwell¬ 
ing  unit  if  averaging  less  than  4  rooms. 

Profits  in  FHA  Projects 

FHA  is  encouraging  investor-sponsors  to 
develop  more  co-operatives,  and  points  out 
that  if  the  project  is  properly  set  up  the  profits 
can  be  substantial  and  attractive.  The  follow- 
ing  profits  can  be  obtained: 

1.  Builders  fee— normally  6,  7  or  8  per  cent  on 
construction  cost;  10  per  cent  in  renewal 
areas  on  estimated  replacement  cost  above 
cost  of  land.  Builder  may  be  general  con¬ 
tractor,  or  he  may  employ  one  usually  at  a 
5  per  cent  fee  of  construction  only,  with 
mechanical  trades  omitted.  Thus,  a  2  per 
cent  override,  plus  7  per  cent  on  mechanical 
trades,  is  realized. 

2.  Job  overhead— all  employees  on  project 
other  than  executives. 

3.  General  overhead— FHA  usually  agrees  to  a 
fixed  sum  before  job  starts.  This  takes  care 
of  executives.  In  some  instances  this  has  been 
3  per  cent  of  first  $1  million  of  construction 
cost,  2  per  cent  on  second  million  dollars,  1 
per  cent  on  third  million  dollars,  and  per 
cent  on  balance. 

4.  Profit  on  land,  if  it  can  be  bought  below  fair 
market  appraisal  value. 

5.  Savings  in  construction  cost  below  the  orig¬ 
inal  90  per  cent  of  replacement  cost  of  land 
and  building,  as  estimated  by  FHA,  can  ac¬ 
crue  to  builder  after  they  have  been  applied 
to  other  improvements;  mortgage  discount 
extra  sales  fees  if  needed.  Fifty  per  cent  may 
be  applied  as  additional  builders  fee  and  50 
per  cent  benefit  passes  on  to  co-operative 
purchasers. 

6.  Subcontracts  can  be  awarded  on  lump  sum 
basis  as  long  as  there  is  no  close  indentity 
between  builder  and  subcontractors. 

Cash  Requirements 

So  you  want  to  be  a  builder  of  FHA  pro¬ 
jects?  What  does  it  cost?  How  much  cash  does 
it  take  for  a  building  project  that  carries  a  90 
per  cent  mortgage?  Let  us  examine  a  typical 
project  from  a  behind-the-scenes  position: 

To  launch  your  project,  the  land  must  be 
“tied  up.”  This  usually  means  outright  pur¬ 
chase,  or  under  option  with  the  greater  share 


of  the  cash  ready  and  waiting.  We  must  have 
a  fairly  complete  set  of  plans  in  order  for  FHA 
to  test  the  feasibility,  and  issue  a  commitment. 
We  will  need  2  per  cent  of  the  project  money 
in  cash,  deposited  as  working  capital  for  the 
finished  project. 

For  those  who  do  this  on  a  shoe-string,  land 
is  sometimes  obtained  by  bringing  in  the  land- 
owner  as  a  co-partner.  In  some  transactions  the 
land  can  be  leased,  with  the  owner  subordinat¬ 
ing  it  to  the  mortgage.  The  owner,  therefore, 
usually  gets  a  higher-than-ordinary  land  ren¬ 
tal.  For  instance,  two  apartment  projects  were 
recently  launched  in  Chicago  where  the  land 
brought  a  rental  computed  as  an  8  per  cent 
return  of  its  value,  while  unsubordinated  land 
would  command  a  rental  of  6  per  cent. 

Land  Owner-Developer  Team 

Some  of  the  best  known  developers  of  these 
projects  in  the  Middle  West  have  been  known 
to  approach  land  owners  on  the  basis  of  a  par¬ 
ticipation:  land  owner  contributes  land,  de¬ 
veloper  contributes  all  other  necessary  money, 
and  they  share  the  equity  on  a  50-50  basis. 

Architects  often  join  the  landowner- 
developer  team  and  contribute  initial  plans 
on  a  contingent  basis— no  fee  until  and  unless 
FHA  approves  the  project’s  feasibility.  As  their 
fee  will  be  included  in  the  economic  value, 
architects  can  usually  be  paid  out  of  the  mort¬ 
gage,  but  it  is  not  too  unusual  for  the  architect 
to  waive  at  least  a  portion  of  his  fee  in  ex¬ 
change  for  a  stock  participation. 

The  typical  project  may  look  something  like 
Table  C: 

TABLE  C 
FHA  Section  213 
Investor-sponsor  Co-operative 


Estimated  Project  Cost 

Construction,  including  job  overhead . $1,000,000 

Builder's  fee  (7  percent  on  construction, 

2  percent  stipulated  os  general  overhead) . .  90,000 

Architect's  fee  (3  percent) .  30,000 

Carrying  and  financing  charges .  80,000 

Legal,  organization  and  selling  costs 

(3  percent  of  EPC) .  40,000 

Land  (as  valued  by  FHA) .  100,000 

Total  Estimated  Project  Cost. $1,340,000 
FHA  Mortgage— 90  percent .  1,206,000 


Equity  of  Sponsor. $  134,000 
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Raising  the  Equity 

Note  that  the  combined  builder  and  archi¬ 
tect  fees  account  for  10  per  cent  of  the  con¬ 
struction  cost.  Seldom  will  a  higher  figure 
be  recognized,  and  if  the  architect  insists  on 
4  or  5  per  cent,  the  builder  must  accept  less. 
This  limit  is  not  prescribed  by  law,  but  is  the 
general  practice  of  the  commissioner. 

Financing  charges  shown  above  include 
taxes  during  construction,  and  the  sponsors’ 
organization  and  legal  costs.  The  3  percent  fee 
set  up  for  legal,  organization  and  selling  costs 
are  paid  out  to  the  representatives  of  the  buy¬ 
ing  group.  Remember  that  to  protect  the  con¬ 
sumers’  interest  FHA  insists  that  the  buyers 
be  independently  represented  by  counsel. 

How  do  we  raise  the  required  equity  of 
$134,000?  All  developers  hope  to  build  their 
buildings  with  OPM— that  is.  Other  People’s 
Money.  They  reason  this  way:  The  general 
contractor’s  fees  are  $90,000.  If  the  developer 
and  contractor  are  the  same  person,  it  is  a 
simple  matter  to  waive  the  fees.  If  not  identi¬ 
cal  interests,  the  sum  representing  profits 
above  bare  costs  may  be  at  least  partly  waived. 
If  the  land  is  paid  for,  or  if  land  owner  partici¬ 
pates,  the  picture  looks  like  this: 


Builder’s  fee-waived  .  $  90,000 

Land  previously  paid  for .  100,000 

Total  resources  $  190,000 
Required  equity .  134,000 

56,000" 

Less:  deposit  required  of  2 

per  cent  working  capital .  26,000 

Excess  available  ( may  be  used  for 
discount  on  mortgage,  partial  pay¬ 
ment  on  builder’s  fee,  or  partial 
land  payment ) .  30,000 


Thus,  the  land,  together  with  the  builder’s 
fee,  is  usuallv  all  that  is  needed  to  launch  the 
project. 


CoK>peratives  From  Existing  Buildings 

FHA  will  insure  a  97  per  cent  mortgage  on 
existing  properties,  based  upon  their  appraisal. 
If  FHA’s  estimate  of  value  will  satisfy  a  seller, 
the  process  of  converting  the  building  to  a 
co-operative  is  reasonably  simple.  When  FHA 


makes  its  appraisal,  it  takes  into  consideration  ! 
some  of  the  following  points: 

1.  Replacement  cost,  less  depreciation  for  age.  * 

If  new  buildings  are  being  constructed  in 
your  area  at  $16  per  square  foot  (elevator  1 
type),  FHA  will  not  value  a  25-year-old  ^ 

building  at  $14  per  square  foot.  < 

2.  Capitalization  of  net  rents.  In  computing  re-  ! 
pairs  be  sure  you  include  replacements  of 
stoves,  refrigerators,  roofs,  carpets,  and  other 
non-recurring  items. 

3.  Price  per  room.  Same  limitations  apply  here 

as  apply  to  new  construction.  These  are  max- 
imums  set  by  law.  ^ 

4.  Length  of  loan  limited  by  neighborhood 
trend  as  well  as  life  of  building.  If  neighbor¬ 
hood  is  changing— only  good  for  15  years— 
only  a  15-year  loan  can  be  obtained. 

5.  Provision  for  community  facilities.  In  a  small 

flat,  this  may  mean  only  parking  space  and 
laundry  room.  In  a  200-unit  building,  it  pos¬ 
sibly  means  installing  playground  equipment 
in  the  back  yard;  in  a  700-unit  project,  it  may 
mean  installing  community  meeting  rooms,  a 
chapel,  hobby  workshops  and  other  facilities 
that  help  to  weld  together  the  total  commu¬ 
nity.  I 

6.  Rate  of  turn-over,  either  in  the  community  | 
or  in  the  project,  is  definitely  an  element  of  ^ 
value.  If  the  project  is  comprised  of  small 
units  and  the  industry  of  the  city  is  experi-  | 
encing  change,  you  may  expect  that  the  ma-  I 
turity  of  the  FHA  loan  will  be  materiallv 
shorter  than  the  maximum. 

7.  Opinion  of  prospective  buyers  is  reflected  in 
the  appraisal.  Frequently  5  to  10  per  cent  of 
the  occupants  are  questioned  as  to  their  will¬ 
ingness  to  purchase  apartments  in  the  pro¬ 
posed  co-operative.  If  you  are  organizing  a 
building,  make  every  effort  to  get  10  or  15 
per  cent  of  the  residents  lined  up  in  favor  of 
the  project  and  you  will  get  a  better  ap¬ 
praisal,  and  also  facilitate  the  project 
greatly. 

FHA  Objectives 

One  principle  that  is  apparent  through  all 
FHA  operations  in  the  co-operative  field  is  the 
protection  of  the  interests  of  the  consumer—  , 
the  apartment  buyer.  FHA  has  no  tears  to  shed 
for  the  seller  of  the  property,  establishing  its  i 
appraisal  price  at  a  figure  it  feels  will  be  a  fair  | 
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price  for  the  buyer.  FHA  has  often  been  so 
“bearish”  on  prices  of  existing  buildings  that 
sellers  feel  it  is  not  worthwhile  to  even  study 
the  feasibility  of  the  project. 

On  the  other  hand,  FHA’s  earnest  desire  to 
protect  the  consumer  must  not  be  carried  so 
far  that  it  denies  the  consumer  the  privilege 
of  buy  ing  his  home  if  he  wants  to.  We  have 
heard  of  one  instance  where  a  suit  was  threat¬ 
ened  because  a  majority  of  the  tenants  in  a 
building  were  ready  and  eager  to  buy  it  as  a 
co-operative,  and  pay  the  owner  the  price  he 
asked,  but  FHA  appraisers  attempted  to  block 
the  transaction,  saying  there  was  not  suflScient 
value  to  warrant  the  price.  FHA  finally  was 
convinced  that  if  the  buyers  were  ready,  will¬ 
ing  and  eager  to  buy  their  homes  at  the  higher 
price,  the  project  must  have  real  merit. 

Under  the  terms  of  the  FHA  plan,  there  is 
no  provision  in  its  appraisal  for  a  selling  com¬ 
mission.  It  establishes  what  it  thinks  is  a  fair 
value,  and  that  is  the  price  that  the  property 
must  be  sold  for.  The  tenants  can  and  should 
provide  1  per  cent  additional  as  working  capi¬ 
tal  for  the  co-operative,  and  there  is  3  per  cent, 
allowed  for  legal,  organization,  selling,  and 
printing  costs  to  launch  the  co-operative.  Of 
this  total,  FHA  will  insure  97  per  cent,  and  the 
tenants  pay  3  per  cent  down.  Usually,  the 
tenant’s  rent  is  reduced  10  to  15  per  cent  when 
an  apartment  becomes  a  co-operative.  The 
downpayment,  however,  is  usually  only  a  few 


months  rent  at  most,  and  in  some  cases  has 
been  covered  by  security  deposits  made  pre¬ 
viously  under  the  rental  plan. 

It  appears  from  some  of  the  laws  and  prac¬ 
tices  of  FHA  that  some  of  its  social  objectives 
are  just  as  important  as  is  the  job  of  providing 
housing.  In  its  model  bylaws,  FHA  has  pre¬ 
scribed-contrary  to  all  “regular”  or  orthodox 
and  conventional  co-operatives— that  regard¬ 
less  of  the  size  of  the  investment,  or  the  size  of 
one  apartment  compared  to  another,  voting  in 
the  corporate  aflFairs  of  the  building  must  be 
on  the  basis  of  one  member,  one  vote.  The 
customary  way  has  been  one  vote  for  each 
share  of  stock. 

Furthermore,  proxies  are  not  recognized 
under  FHA  rules.  If  a  member  cannot  attend 
a  shareholders’  meeting  in  person,  he  loses  his 
vote. 

Cannot  Sell  at  Profit 

Another  FHA  practice  which  diflFers  from 
conventional  co-ops  is  that  no  member  may 
sell  his  apartment  at  a  profit.  FHA  has  not 
attempted  to  limit  resales  of  single-family 
homes  in  this  way,  but  with  a  co-operative 
apartment  it  feels  the  social  objectives  are  lost 
if  a  profit  can  be  placed  on  top  of  profit.  It  is 
generally  recognized  that  almost  every  one 
who  has  bought  a  co-operative  apartment  dur¬ 
ing  the  last  20  years  has  sold  it  for  more  than 
he  paid  for  it.  There  are  a  few  individuals  who 


This  is  the  Brandywine  Apart¬ 
ment  development  in  Wash¬ 
ington,  D.C.,  one  of  the 
earliest  efforts  in  use  of  the 
condominium  principle  in  the 
United  States.  It  was  built  in 
1947  and  sold  under  a  Vet¬ 
erans  Administration  plan  of 
separate  mortgages  for  its  55 
units. 


VOLUME  27  •  NUMBER  1  •  FALL  1961 


15 


have  bought  apartments  in  the  last  three  or 
four  years  who  may  have  paid  very  high 
prices,  and  who,  if  they  attempted  to  sell  them 
today,  might  take  a  loss.  That  is  the  way  our 
economy  works.  If  a  person  buys  a  house  on 
a  declining  market,  he  may  have  to  sell  at  a 
loss,  also.  No  “Great  White  Father”  in  Wash¬ 
ington  attempts  to  step  in  and  protect  you 
against  loss,  nor  absorb  your  profit.  But  that  is 
how  FHA  believes  a  co-operative  apartment 
building  should  be  conducted. 

In  order  to  accomplish  this,  it  is  provided  in 
the  proprietary  lease  that  the  co-op  shall  have 
a  prior  right  to  buy  back  an  apartment  if  it  is 
oflFered  for  sale.  Many  people  who  have 
worked  with  co-operatives  feel  that  this  par¬ 
ticular  provision  of  the  FHA  lease  is  unsound. 
In  the  past,  a  few  members  have  sat  back  and 
watched  their  co-operatives  get  smaller  and 
smaller  as  apartment  after  apartment  was 
bought  in  by  the  corporation  at  unfair  prices. 
Eventually  a  handful  of  individuals  owned  the 
entire  project.  This  provision,  instead  of  saving 
a  co-operative,  is  the  very  cause  of  its  down¬ 
fall. 

In  certain  types  of  co-operatives,  the  prac¬ 
tice  of  eliminating  profits  on  resale  may  have 
merit.  In  modestly-priced  apartments,  fi¬ 
nanced  on  FHA’s  liberal  terms  of  3  per  cent 


down,  a  tenant  may  have  built  up  a  sizeable 
equity  after  a  number  of  years.  An  original 
$900  downpayment  may  now  require  a  $5,000 
downpayment  on  resale.  Most  of  the  people  to 
whom  these  apartments  would  appeal  cannot 
meet  such  a  payment.  The  seller,  who  felt  he 
has  been  building  up  a  large  but  saleable 
equity,  finds  he  cannot  sell  his  apartment,  and 
is  resentful.  It  is  argued,  therefore,  that  in  the 
lower  income  groups  it  is  not  a  hardship  but 
a  benefit  to  society  as  a  whole  to  insist  that, 
year  after  year,  regardless  of  the  size  of  the 
mortgage,  successive  buyers  should  be  per¬ 
mitted  to  buy  in  at  the  original  downpayment 
price. 


r 


Co-operative  Apartment  Successes 

The  list  of  successful  co-operative  ventures  ; 
is  spreading  rapidly  in  all  parts  of  the  nation- 
Florida,  California,  Hawaii  and  Arizona,  as  : 
well  as  the  older  cities  such  as  New  York,  Chi- 
cago,  San  Francisco,  which  have  had  them  for 
years,  and  are  experiencing  new  births. 

There  are  real  opportunities  in  this  field  for 
developers,  land  salesmen,  apartment  sales¬ 
men  and  project  managers.  The  field  is  wide 
open,  the  opportunities  unlimited,  and  the 
rewards  ample.  Why  don’t  you  develop  a  co-op 
project? 
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This  is  the  Camp  Hill  Shop* 
ping  Center  near  Harrisburg, 
Pa.  It  is  one  of  two  large 
shopping  centers  developed 
around  discount  department 
stores  by  the  author's  firm. 


* 


Discount  Stores  in  Shopping  Centers 


by  Morris  A.  Kravitz 

When  i  look  back  over  the  past  year  and  think 
of  the  vast  changes  that  have  taken  place  in 
the  field  of  retailing,  I  am  dumbfounded. 

While  everyone  has  been  arguing  about  the 
validity  and  the  durability  of  discount  stores, 
this  phenomenon  has  gone  about  the  task  of 
establishing  itself  as  a  permanent  fixture  on 
our  merchandising  scene.  This  has  happened 
with  such  rapidity  that  everything  else  that 
preceded  it  seems  to  be  standing  still. 

Scarcely  a  week  goes  by  that  we  don’t  read 
of  discount  stores  opening  new  units  all  over 
the  country.  Canada,  which  until  recently  was 

editor’s  note:  In  the  June,  1960,  issue  of  the  jour¬ 
nal  OF  PROPERTY  MANAGEMENT,  Mr,  KvOVitZ  (Hs- 
cussed  the  growing  trend  of  building  shopping 
centers  around  discount  stores.  In  this  article, 
based  on  a  speech  he  delivered  recently  at  the 
fifth  annual  convention  of  the  International  Coun¬ 
cil  of  Shopping  Centers,  Mr.  Kravitz  tells  of  the 
success  two  such  centers  which  his  firm  developed 
have  enjoyed. 
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immune  to  this  kind  of  retail  operation,  has 
broken  out  with  a  rash  of  discount  stores,  with 
many  more  expected  in  the  near  future. 

The  concept  of  developing  a  shopping  cen¬ 
ter  around  a  discount  or  a  low  markup  depart¬ 
ment  store— as  many  of  these  concerns  prefer 
to  be  called— has  been  a  relatively  new  devel¬ 
opment.  I  believe  that  our  firm  has  been  one 
of  the  first  shopping  center  developers  to  at¬ 
tempt  anything  of  this  character.  We  have 
already  built  two  such  centers,  each  with  ap¬ 
proximately  300,000  square  feet  of  retail  space, 
including  100,(XX)  square  feet  of  space  for  an 
E.J.  Korvette  Department  Store.  This  discount 
chain  is  currently  doing  an  annual  volume  in 
excess  of  $175,000,000. 

Regional  Centers  Planned 

We  presently  have  under  construction  a 
center  outside  of  Camden,  N.J.,  in  which  there 
will  be  a  total  of  550,000  square  feet  of  space, 
of  which  Korvette  will  occupy  over  140,000 
square  feet  and  J.C.  Penney  80,000  feet.  We 
are  also  planning  four  regional  centers,  each  of 
which  will  house  a  Korvette  Department  Store 
of  140,000  square  feet. 
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In  addition  to  these  centers,  we  are  planning 
a  regional  shopping  center  of  560,000  square 
feet  in  Philadelphia  centered  around  an  S. 
Klein  Department  Store  occupying  310,000 
square  feet.  This  is  one  of  the  oldest  discount- 
tvpe  department  stores  in  the  country. 

It  is  quite  natural  for  you  to  question  the 
ability  of  other  stores  to  exist  successfully 
within  such  a  shopping  complex,  competing 
against  opposition  as  strong  as  a  Korvette  or 
Klein  Department  Store.  Our  success  in  devel¬ 
oping  shopping  centers  with  Korvette,  how¬ 
ever,  has  shown  this  is  not  as  great  a  problem 
as  it  may  appear  to  be. 

A  Look  at  the  Record 

Let’s  look  at  the  record  to  see  how  our  satel¬ 
lite  stores  have  fared  in  these  centers.  Our  first 
center,  which  is  four  years  old,  has  had  only 
two  changes  in  tenancy.  This  center  has  pro¬ 
vided  us  with  overages  from  25  per  cent  of  the 
tenants. 

The  second  center,  which  has  been  opera¬ 
ting  for  a  year  and  one-half,  has  had  only  one 
change  of  tenancy.  This  center  produced  over¬ 
ages  from  about  30  per  cent  of  the  stores  in 
its  first  year  of  operation. 

I  think  that  this  is  an  excellent  record 
of  achievement  for  these  two  centers,  consid¬ 
ering  they  are  built  around  discount  depart¬ 
ment  stores  so  strong  that  they  generate  vol¬ 
umes  at  an  average  rate  of  $150  per  square 
foot  of  overall  space. 

Perhaps  this  kind  of  drawing  power  is  one 
of  the  reasons  why  satellite  stores  can  exist 
within  the  framework  of  these  centers. 

Dynamic  Growth 

What  is  the  motivation  which  nrompts  a 
developer  to  risk  building  a  shopping  center 
around  a  discount  department  store? 

In  the  first  place,  remember  that  one  of  the 


Morris  A.  Kravitz  is  president  of 
Morris  A.  Kravitz,  Inc.,  Phila¬ 
delphia,  a  leading  firm  in  shop¬ 
ping  center  development. 


fundamental  differences  between  the  conven¬ 
tional  store  and  the  discount  store  is  the  dy¬ 
namic  growth  of  the  latter.  Whereas  the 
conventional  store  may  take  years  to  arrive  at 
a  decision  as  to  locating  a  branch  in  a  particu¬ 
lar  area,  its  counterpart  in  the  discount  field 
will  make  decisions  in  a  matter  of  weeks  or 
months,  and  will  open  as  many  as  two  or  three 
major  units  during  the  course  of  a  year. 

Officials  of  conventional  department  stores 
do  not  understand  how  this  can  be  done.  Kor¬ 
vette  plans  to  open  18  units  within  the  next 
three  years,  and  it  will  be  a  tremendous 
achievement  if  it  opens  one-half  of  that  num¬ 
ber. 

Smaller  Stores  Not  Penalized 

Secondly,  the  kind  of  bargain  a  conven¬ 
tional  store  drives  is  so  hard  that  profit  for  the 
developer  must  come  from  the  balance  of  the 
center.  As  a  consequence,  the  share  of  the 
load  which  the  department  store  should  nor¬ 
mally  carry  is  shifted  to  the  shoulders  of  the 
other  stores  in  the  shopping  center.  If  the 
center  turns  out  to  be  successful,  this  is  all 
right.  But  if  it  does  not  meet  its  expectations, 
many  stores  are  unjustly  penalized. 

The  justification  for  building  a  shopping 
center  around  a  discount  department  store  is 
obvious.  By  virtue  of  the  rental  the  discount 
store  pays,  the  balance  of  the  stores  in  the  cen¬ 
ter  are  not  unduly  penalized  by  having  to  pay 
rentals  out  of  proportion  to  the  volume  of 
business  generated.  In  this  way,  the  minimum 
rentals  are  evened  out  so  equitably  that  every 
merchant  has  an  opportunity  to  show  a  profit. 
If  the  center  turns  out  to  be  an  exceptionally 
good  one,  the  developer  will  further  benefit 
by  virtue  of  percentage  rentals. 

Without  dividging  rentals  of  any  specific 
stores,  I  can  tell  you  that  the  minimum  rentals 
for  the  entire  center  average  out  at  a  rate 
sufficient  to  pay  the  developer  a  fair  return  on 
his  equity  investment.  He  has  a  reasonable 
chance  also  of  securing  overages  if  minimum 
rentals  are  not  pushed  to  the  optimum. 

Much  Less  Costly 

The  building  of  these  centers  is  much  less 
costlv  and  consistent  with  the  idea  that  here 
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every  effort  is  being  made  to  provide  the  cus¬ 
tomer  with  merchandise  values  in  a  building 
complex  which  is  adequate.  Expensive  con¬ 
struction  adds  nothing  to  the  value  of  goods. 

In  my  article  last  year  I  mentioned  the  fact 
that  some  of  the  discount  stores  would  even¬ 
tually  become  eligible  for  conventional  financ¬ 
ing.  Korvette  has  now  achieved  this  status,  and 
I  am  certain  that  other  discount  stores  will 
similarly  make  the  grade  as  they  begin  to 
demonstrate  a  consistent  record  of  earnings 
and  show  increases  in  their  net  worth. 

Expansion  Seen 

I  believe  that  discount  operations  will  con¬ 
tinue  to  expand.  Some  large  conventional  de¬ 
partment  stores  recently  have  announced  their 
intentions  to  build  several  stores  on  this  kind 
of  a  merchandising  basis  in  order  to  compete 
with  the  discount  operators.  We  are  also  be¬ 
ginning  to  see  a  trend  toward  mergers  of  dis¬ 
count  stores.  This  is  inevitable,  and  will  result 
in  fewer  discount  chains,  but  much  stronger 
ones. 


Discount  stores  are  here  to  stay,  and  it  is 
virtually  impossible  to  find  locations  which  are 
immune  to  this  type  of  competition.  If  a  dis¬ 
count  store  cannot  get  into  a  shopping  center, 
what  is  to  prevent  if  from  securing  a  location 
across  the  road?  No  conventional  store  or 
shopping  center  can  insulate  itself  against 
discount  store  competition. 

I  see  no  reason  why  shopping  center  devel¬ 
opers  cannot  successfully  build  shopping 
centers  around  discount  department  stores, 
provided  they  are  located  in  strong  trading 
areas,  and  the  center  is  intelligently  put  to¬ 
gether  and  properly  balanced  to  create  the 
widest  base  for  population  drawing  power 
within  the  area.  If  the  satellite  stores  are  care¬ 
fully  selected  to  provide  customers  with  a 
diversification  of  quality  consistent  with  the 
income  level  of  the  trading  area  at  competi¬ 
tive  prices,  they  will  prosper.  I  look  for  a  con¬ 
tinuation  of  this  trend  at  an  accelerated  pace. 
This  type  of  center  can  successfully  compete 
against  any  shopping  complex  presentlv  on  the 
horizon. 
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This  is  the  way  a  hotel  in  downtown  £1  Paso,  Tex.,  looked  when  it  was  built  in  1915. 

Little  or  no  change  was  mode  in  the  building  until  the  author's  firm  initiated 
o  remodeling  project  in  1951  to  help  solve  on  office  space  problem  in  the  city. 


by  R.  R. 
VandenHeuvel, 


CPM 


R.  R.  VandenHeuvel 
is  a  partner  in 
Eckford  &  VandenHeuvel, 
El  Paso,  Tex. 


Creating  a  Management  Accourl 


EL  PASO,  TEXAS— like  most  other  cities  following  World  War  II— 
experienced  an  unprecedented  growth  in  population.  While  the 
population  was  growing,  office  building  space  was  shrinking.  One 
large  office  building  was  sold  and  converted  into  a  furniture  depart¬ 
ment  store,  placing  a  premium  on  all  existing  office  space. 

This,  then,  was  a  very  propitious  time  to  create  more  office  space. 
The  big  question  was  where.  A  three-story,  U-shaped  building,  con¬ 
taining  roughly  50,000  square  feet  of  space  occupied  by  a  third-rate 
hotel,  seemed  like  the  best  prospect  we  could  locate  downtown.  It 
was  in  a  prime  location,  diagonally  across  the  street  from  the  Main 
Post  Office. 

The  building,  however,  was  in  a  deplorable  condition.  The  hotel, 
under  the  terms  of  its  lease  (which  was  expiring),  had  been  charged 
with  all  maintenance  of  the  building.  As  usually  happens  in  a  case 
such  as  this,  the  maintenance  had  been  sadly  neglected  and  the 
building  was  literally  falling  down. 

We  approached  the  owners  of  this  site.  We  presented  a  vision  of  a 
modern,  air-conditioned  office  building  with  elevators  to  replace  the 
pigeon-infested  eyesore.  The  owners  were  interested  but  they  wanted 
facts,  figures  and,  most  important,  commitments  on  at  least  50  per 
cent  of  the  space  before  they  would  consider  our  proposal  further. 

This  was  the  challenge  we  were  hoping  for. 
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This  is  the  way  the  building  looks  today,  with  offices  in  the  upper  floors 

and  commercial  firms  occupying  the  ground  floor.  By  getting  rid  of  on  eye-sore, 

the  author's  firm  solved  on  office  space  shortage  and  created  o  profitable  management  account. 


through  Curing  Obsolescence 


IN  OUR  ANALYSIS,  we  now  turned  to  large  users  of  space  and  their 
present  needs.  A  utility  company,  caught  in  the  dilemma  of  owning 
their  own  office  building  which  was  too  small  and  could  not  be  en¬ 
larged,  was  our  target.  We  obtained  a  written  commitment  from  them 
—binding  on  their  part  for  sixty  days— to  lease  50  per  cent  of  the  space, 
provided  that  we  remodel  in  accordance  with  certain  specifications 
set  forth  in  the  agreement. 

Preliminary  drawings  and  specifications  were  obtained  from  an 
architect  and  an  estimate  was  procured  from  a  general  contractor. 
At  this  point,  I  would  like  to  emphasize  something  we  have  learned 
many  times  over  the  years.  When  plans  and  specifications  of  any 
large  building  are  being  drawn,  the  architect  and  the  contractor- 
regardless  of  their  experience— should  consult  with  someone  expe¬ 
rienced  in  the  management  of  a  large  building  similar  to  the  one 
being  planned.  The  architect  knows  buildings  from  the  building 
standpoint;  the  contractor  knows  buildings  from  a  material  and  struc¬ 
tural  standpoint;  but  the  property  manager  knows  buildings  from  the 
operating  standpoint— what  it  takes  to  make  a  building  run  efficiently 
and  economically. 

A  conference  with  the  utility  company  gained  their  approval  of 
our  plans.  Rental  rates  were  set  out  for  a  ten-year  period  with  an 
additional  ten-year  option. 
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Utility  company  our  target, 
and  we  hit  the  bulls-eye. 


Manager  knows  buildings 
from  operating  standpoint. 


An  escalator  clause,  tied  to  the  Wholesale  Commodity  Price  Index, 
was  negotiated  for  each  five-year  period.  This  escalator  clause  has 
worked  very  successfully  over  the  years: 


This  escalator  clause  has 
worked  well  over  the  years. 


“IT  IS  AGREED  that  the  monthly  rental  for  each  month  of  the  second 

renewal  term  shall  be  $ _ ,  plus  or  minus  the  same  proportional 

increase  or  decrease  that  the  Consumer  Price  Index  of  “All  Items”  as 
published  by  the  Bureau  of  Labor  Statistics  of  the  U.S.  Deparment  of 
Labor  for  January,  1966,  bears  to  the  same  Index  for  January,  1961.  In 
the  event  the  Consumer  Price  Index  of  “All  Items”  has  ceased  to  be  pub¬ 
lished  by  the  Bureau  of  Labor  Statistics  or  comparable  Bureau  of  the 
U.S.  Government,  then  the  Index  of  \\'holesale  Prices  covering  “All  Com¬ 
modities”  as  published  by  the  Bureau  of  Labor  Statistics  of  the  U.S.  De¬ 
partment  of  Labor  shall  be  used  as  the  yardstick  for  any  increase  or  de¬ 
crease  in  rental  as  above  set  forth.  In  the  event  both  aforementioned 
indices  have  ceased  to  be  published  as  of  January,  1966,  the  upward  or 
downward  adjustment  in  rental,  over  or  under  the  basic  second  renewal 
rental  of  $ _ per  month,  shall  be  determined  through  negotia¬ 

tion  between  Lessee  and  the  Lessor  ” 


k 


Ground  floor  remains 
commercially  occupied. 


Remodeling  costs  have 
been  completely  repaid. 


All  of  this  was  done  within  the  60-day  option  period.  At  2  p.m. 
on  the  afternoon  of  the  last  day,  we  met  with  the  owners  of  the 
property  and  went  over  our  facts  and  figures.  They  voted  to  accept 
the  proposition  and  we  were  in  business. 

The  ground  floor  was  commercially  occupied  and  we  elected  to 
remodel  while  firms  continued  to  do  business,  thus  avoiding  loss  of 
ground  floor  rental.  The  downtown  area  of  El  Paso,  commercially 
speaking,  is  very  small,  and  if  we  forced  tenants  on  the  ground  floor 
to  vacate,  they  would  locate  elsewhere,  perhaps  ruining  our  location 
retailwise. 


t 
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There  were  manv  headaches.  We  had  to  remodel  the  entire  second 
and  third  floors,  install  elevators  and  new  heating,  plumbing,  electri¬ 
cal  and  air  conditioning  facilities,  and  modernize  the  entire  exterior. 

This  took  about  one  year  and  cost  $640,(KX).  We  opened  the  build¬ 
ing  100  per  cent  occupied. 

The  result  of  our  dream  was  the  removal  of  a  dangerous  eyesore 
and  creation  of  a  new  management  account  that  woidd  gross  $250,000 
a  year. 

This  all  happened  ten  years  ago.  The  costs  of  remodeling  have  '' 
been  completely  paid.  The  utility  company  exercised  its  option  to 
renew  and  now  occupies  100  per  cent  of  the  upper  floors  at  a  much-  | 
increased  rental. 

To  dream  your  dreams  and  see  them  materialize  is  one  of  the  things 
that  makes  a  property  manager’s  life  interesting  and  profitable. 
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Brochures  as 
j  RENTAL 
TOOLS 


1)1/  Henry  G.  Beaumont,  cpm 


"  .  .  .  A  properly-created,  properly-used  bro¬ 
chure  con  be  of  great  help  to  a  CPM  in  attain¬ 
ing  full  occupancy  for  an  apartment  building." 


Creation  of  new  ideas  to  attract  tenants  to 
both  newlv-constructed  apartments  and  older 
buildings  is  essential  in  tbe  highly  competi¬ 
tive  rental  market  existing  today  in  virtually 
everv  city. 

This  is  particularlv  true  for  new  structures 
because: 

1.  In  many  cases  tbe  building  is  not  in  a  prime 
location. 

2.  Tbe  building  does  not  have  an  established 
reputation  and  clientele. 

3.  Building  costs  are  at  an  all-time  high,  forcing 
increases  in  rentals. 

4.  It  is  difficult  to  ofiFer  something  that  the  es¬ 
tablished  competition  cannot.  If  you  oflFer 
more  in  services  or  space,  rentals  must  be  in¬ 
creased  accordingly. 

There  are  some  areas  where  the  demand  is 
such  that  a  new  building  can  be  fully  occupied 
by  merely  placing  a  “For  Rent”  sign  on  it. 
This  is  particularly  true  in  areas  where  a  vir¬ 
tual  monopoly  exists  due  to  zoning.  Beverly 
Hills,  Calif.,  and  North  Shore,  Chicago  are 
areas  that  fall  into  this  category— where  a  com- 
hination  of  demand  and  limited  supply  has 
created  a  good  market. 

As  I  travel  throughout  the  country,  how¬ 
ever,  I  visit  more  and  more  cities  where  CPM’s 
have  a  substantial  number  of  vacancies  long 
after  the  grand  opening  of  an  apartment  build¬ 


ing.  A  properly-created,  properly-used  bro¬ 
chure  can  burst  this  problem  balloon  and  be  of 
great  help  to  a  CPM  in  attaining  full  occu¬ 
pancy  for  a  building. 

Determine  Consumer  Pressure 

In  order  to  prepare  a  promotion  program  to 
do  the  job  you  want  it  to  do,  you  must  deter¬ 
mine  the  consumer  pressure— the  number  or 
percentage  of  ready-to-buy  customers  avail¬ 
able  in  the  neighborhood,  and  the  rental  range 
of  your  building  in  comparison  with  others  of 
similar  quality  in  the  area.  Determining  con¬ 
sumer  pressure  should  be  one  of  your  first 
orders  of  business  after  a  management  con¬ 
tract  is  signed.  This  can  be  determined  in  a 
number  of  wavs,  but  generally  you  will  use  the 
following  indices: 

1.  Vacancy  factor:  While  a  general  vacancy 
factor  for  the  entire  area  is  valuable,  you 
should  be  more  specific  and  obtain  this  in¬ 
formation  for  buildings  of  the  same  type  and 
rental  classification  as  yours. 

2.  Employment  statistics:  These  are  relatively 
easy  to  obtain  from  local  agencies  such  as 
the  Chamber  of  Commerce.  You  should 
know  if  unemployment  is  increasing  or  de¬ 
creasing.  Are  jobs  available?  You  can  find 
out  by  watching  the  amount  of  “Help 
Wanted”  classified  advertisements  appear- 
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ing  in  the  newspapers.  The  advertising  de¬ 
partment  of  newspapers  generally  can  tell 
you  if  its  total  amount  of  lineage  for  this 
type  of  advertising  is  higher  or  lower  than  in 
previous  months  or  years.  What  type  of  jobs 
are  available?  This  information  tells  you 
whether  low,  medium  or  high-rental  tenants 
may  soon  be  in  the  market  for  an  apartment. 

3.  Industrial  activity;  Find  out  from  the  Cham¬ 
ber  of  Commerce  or  other  agencies  if  any 
new  industries  are  planning  to  locate  in  the 
area,  and  how  many  new  families  they  are 
expected  to  bring  with  them.  Are  the  existing 
industries  expanding?  Is  there  diversified  in¬ 
dustry  in  the  area,  so  that  others  can  pick  up 
the  slack  if  one  industry  slumps? 

4.  Buying  power:  The  average  family  income 
for  the  area  will  determine  the  type  and 
quality  of  apartments  that  will  be  in  demand. 
The  most  elaborate  promotion  campaign  will 
be  a  waste  of  time  and  effort  if  you  promote 
a  high-rental  property  in  a  low-income  area. 

5.  Population  trend  and  neighborhood  poten¬ 
tial:  The  Bureau  of  Census,  local  government 
agencies,  research  organizations  and  banks 
can  provide  this  information,  including  sta¬ 
tistics  on  building  permits,  planned  sub¬ 
divisions,  and  so  forth.  With  this  data,  you 
can  analyze  the  neighborhood’s  potential. 

6.  Competition:  Find  out  about  your  competi¬ 
tion.  How  do  the  apartments  in  other  build¬ 
ings  compare  in  size,  service,  and  rental  to 
yours?  What  is  the  approximate  vacancy  of 
the  buildings?  Is  the  competition  weak— of¬ 
fering  such  gimmicks  as  free  rent— or  strong? 
Weak  competition  may  indicate  low  demand 
in  the  area;  strong  competition  means  you 
will  need  an  extensive,  ingenuous  promotion 
program. 


Aim  at  Definite  Market 

Consumer  pressure,  together  with  consider¬ 
ation  of  the  number  of  apartments  you  want  to 
rent  and  the  amount  of  money  you  want  to 
spend,  tell  you  the  size  and  the  aim  of  your 
promotion  program.  You  are  now  ready  to  plan 
a  brochure  to  fill  your  need.  It  should  be  aimed 
at  a  definite  market,  and  when  completed  it 
should  be  distributed  to  persons  you  are  trying 
to  reach  with  your  message,  rather  than  in  a 
helter-skelter  fashion. 

A  brochure  must  be  attractive.  Use  of  color 


Henry  G.  Beaumont,  Beverly 
Hills,  Calif.,  was  president  of 
IREM  in  1952.  He  is  chairman  of 
IREM's  Courses  and  Training 
Committee,  and  of  the  Education 
Committee  of  the  Counselors' 
Society  of  NAREB. 


can  help  make  it  so,  but  this  is  not  essential. 
One  of  the  cleverest  brochures  I  have  ever 
seen  was  printed  with  black  ink  only.  Pictures 
and  drawings  will  help  make  a  brochure  eye¬ 
catching. 

In  Los  Angeles,  it  takes  20  prospects  per 
rental  in  a  new  building,  which  means  that  to 
occupy  a  100-unit  apartment  house,  we  must 
attract  2,000  prospects  to  the  building  with 
our  promotion  program. 

While  you  may  want  professional  help  in  , 
preparing  the  brochure  layout,  the  copy 
should  be  written  by  you,  since  you  know  bet¬ 
ter  than  anyone  else  the  message  you  want  to 
get  across,  and  to  whom.  Cost  is  not  a  measure 
of  a  brochure’s  success.  A  well-planned  inex¬ 
pensive  one  often  can  accomplish  your  pur-  * 
pose  just  as  well  as  a  high-cost  brochure. 

Some  Helpful  Examples 

A  few  examples  of  how  we  have  successfully 
used  brochures  as  rental  tools  may  lielp  give 
you  some  ideas: 

We  opened  a  49-unit  apartment  house,  with  ’ 
rentals  of  $100  a  month  for  furnished  single 
apartments  (no  bedroom),  and  $135  for  fur¬ 
nished  one-bedroom  apartments.  The  building 
was  located  in  an  older  area  where  the  average 
single  apartment  rented  for  $50.  Thus,  we 
knew  we  had  to  bring  prospects  into  our 
neighborhood  who  would  not  normally  seek 
an  apartment  in  that  area.  There  were  52 
spaces  for  cars  in  the  building’s  subterranean 
garage.  We  knew  we  would  rent  at  least  10 
apartments  to  tenants  who  would  not  have  a 
car.  This  assured  us  of  excess  garage  space, 
and  we  centered  our  advertising  campaign 
around  the  question,  “Are  You  a  Two-Car 
Family?” 

We  mailed  the  brochure  to  tenants  in  apart¬ 
ment  houses  which  were  in  our  rent  bracket 
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but  had  no  garage  facilities.  Prospects  came 
to  the  building  carrying  the  brochure.  We 
leased  the  entire  building  (at  our  rent  sched¬ 
ule)  in  60  days.  Prior  to  our  accepting  man¬ 
agement  of  the  building,  the  owner  had  rented 
only  three  apartments  in  five  weeks. 

In  most  major  cities,  the  telephone  company 
will  rent  reverse  telephone  books  on  a  30-day 
basis,  making  it  easy  for  you  to  obtain  names 
and  addresses  of  persons  in  particular  areas 
and  buildings  you  want  to  reach. 

For  many  years  the  Hollywood  Hotel  was 
the  gathering  place  for  stars  of  the  movies  and 
radio.  It  became  famous  before  being  torn 
down  to  make  way  for  an  office  building. 

More  Effective  Than  Ads 

A  friend  of  mine  purchased  an  apartment 
house  in  Hollywood  which  had  been  a  white 
elephant  for  a  number  of  years.  He  remodeled 
the  building,  added  a  switchboard  and  other 
services,  and  obtained  permission  to  use  the 
name  “Hollywood  Hotel.”  By  the  means  of  a 
brochure  he  told  the  rental  public  and  persons 
in  the  entertainment  profession  that  the 
“Hollywood  Hotel  Still  Exists”.  The  brochure 
was  more  effective  than  classified  advertising 
because  the  people  he  wanted  to  reach  were 
not  necessarily  looking  for  an  apartment  at 
the  time.  He  turned  a  “lemon”  into  a  very  prof¬ 
itable  investment. 

We  accepted  management  of  a  new  build¬ 
ing  containing  16  small  furnished  single  apart¬ 
ments.  The  owner  had  been  told  that  he  could 
not  obtain  more  than  $90  rent  for  the  apart¬ 
ments.  We  told  him  that  if  he  would  follow 
our  suggestions  on  color,  furniture  and  promo¬ 
tion,  we  would  get  $110  per  apartment.  The 
apartments,  while  on  the  third  floor  level, 
were  only  one  story  walk-up.  The  construction 
was  such  that  two  of  these  apartments  had 
almost  a  four-way  exposure. 

Brochures  Bring  Results 

Our  promotion  campaign  was  built  around 
the  themes,  “Your  Town  House  Apartment” 
and  “A  Penthouse  for  $115  Per  Month”.  The 
brochures  were  distributed  to  persons  in  office 
buildings  in  the  area.  We  rented  the  entire 


building  on  one  year  leases  at  an  average 
rental  of  $109.50. 

After  owning  the  building  about  two  years, 
the  client  listed  the  property  exclusively  with 
our  sales  department,  which  sold  it  to  a  pur¬ 
chaser  who  retained  us  as  property  managers. 

The  increase  of  $19.50  per  month  on  16 
apartments  justified  a  sale  price  of  $22,000— 
more  than  the  original  owner  anticipated.  The 
rentals,  while  suffering  some  reduction  due  to 
age  and  our  local  vacancy  factor,  are  still  suf¬ 
ficient  to  show  a  good  return  on  the  invest¬ 
ment.  We  feel  that  our  promotion  program 
(with  its  clever  approach )  got  the  building  off 
to  a  good  start. 

Create  a  Good  Impression 

A  brochure  can  be  very  effective  in  an  area 
where  most  of  the  tenants  you  are  seeking  are 
employed  in  industrial  plants.  The  personnel 
director  is  always  interested  in  available 
rental  housing  and  is  happy  to  recommend 
your  building,  if  it  fills  the  need  of  the  firm’s 
employees. 

A  brochure,  with  all  the  pertinent  facts,  will 
be  retained  much  longer  than  a  telephone  call 
or  a  letter.  Usually  a  personnel  director  will 
post  a  brochure  on  the  bulletin  board  and  keep 
extra  copies  to  distribute  from  time  to  time. 

The  advantage  of  a  well-conceived  brochure 
is  that  it  can  create  a  good  impression  of  the 
apartment  house.  It  should  be  attractive 
enough  to  motivate  the  prospective  customer 
to  inspect  the  apartment  offered  for  rent. 

You  should  keep  detailed  records  of  the 
results  of  the  promotion  campaign.  Records 
of  the  effectiveness  of  your  present  promotion 
can  be  used  to  plan  future  programs. 

We  have  effectively  used  brochures  to  pro¬ 
mote  apartments  in  properties  ranging  in  size 
from  16  units  to  324  units,  and  in  rental  range 
from  $50  to  $1,000  per  month.  We  believe 
brochures  are  an  essential  tool  for  the  prop¬ 
erty  manager  in  the  present  competitive 
market. 

The  property  manager  must  conceive  the 
brochure,  and  determine  the  need  and  the 
market.  It  can  be  a  successful  tool,  but  its 
success  depends  on  you. 
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FOR  SERVICE  AND  EFFICIENCY 

Staffing  the  Management  Office 

by  A.  T.  Beckwith,  cpm 

A.  T.  Beckwith,  president  of  Keyes 
Continental  Corporation,  Miami,  Fla., 
is  1961  president  af  the  Institute 
of  Real  Estate  Management. 
He  has  19  years  experience  in 
the  management  field. 


Staffing  the  management  office,  as  many 
Realtors  have  discovered,  involves  a  tremen¬ 
dous  amount  of  trial  and  error  before  the  right 
person  can  be  found  for  each  activity. 

While  this  problem  exists  in  virtually  all 
offices— both  big  and  small— it  is  particularly 
bothersome  for  Realtors  adding  property  man¬ 
agement  to  their  business  for  the  first  time. 
From  my  experience,  I  offer  some  recommen¬ 
dations  for  their  consideration  which  may  help 
improve  the  service  and  efficiency  of  their 
management  operation. 

The  work  load  varies  with  each  kind  of 
propertv.  For  instance,  the  office  building 
work  load  differs  according  to  the  size  of  the 
building,  its  location,  and  its  occupancy.  Leas¬ 
ing.  operating  and  maintenance  problems  are 
generally  prevalent  in  office  buildings  and 
experienced  personnel  should  be  responsible 
for  the  handling  of  such  property.  The  work 
load  in  apartment  buildings  depends  upon  the 
size  of  the  propertv,  whether  it  is  rental  or  co- 


Because  more  maintenance  is  required,  the  manager's  work 
load  is  much  greater  for  furnished  apartments  than  for 
unfurnished  units  such  as  these  in  Miami  Beach,  Fla. 


operative,  whether  it  is  new  or  old,  and 
whether  it  is  in  a  good  or  poor  location,  among 
other  things. 

It  is  desirable,  of  course,  to  have  an  apart¬ 
ment  property  so  popular  that  it  has  a  waiting 
list,  thus  minimizing  the  leasing  activity.  The 
leasing  problem,  and  advertising  and  promo¬ 
tion  programs  can  consume  a  great  deal  of 
time  when  apartments  have  a  very  high  va¬ 
cancy.  Size,  age,  location,  and  desirability  are 
among  the  things  which  affect  the  pricing  and 
the  popularity  of  apartments.  These  all  require 
a  very  fine  adjustment  to  maintain  the  highest 
occupancy  and  produce  the  highest  possible 
net  income. 

Shopping  Center  Work  Load 

The  work  load  for  shopping  centers  depends 
mostly  on  whether  or  not  the  property  is  100 
per  cent  leased.  Assuming  that  it  is,  the  major 
activities  of  management  are  promotion,  good 
operation,  and  maintenance.  Promotion  is  of 
major  consequence  whether  the  shopping  cen¬ 
ter  is  in  a  neighborhood,  community,  or 
regional  classification. 

The  promotion  work  load  of  the  manager 
will  vary  with  the  aggressiveness  of  the  ten¬ 
ants  in  the  center.  If  the  tenants  are  reasonably 
aggressive  and  promotion-minded,  they  will 
contribute  to  a  fund  for  promotion  campaigns 
—at  least  once  a  month— to  keep  their  name 
and  the  advantages  which  the  shopping  center 
offers  before  the  public. 

In  most  cities  today,  neighborhood  strip 
stores  are  undergoing  a  tremendous  evolution, 
largely  giving  way  to  carefully  planned  shop¬ 
ping  centers.  The  work  load  in  handling  such 
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properties  mainly  involves  leasing  vacant 
space,  obtaining  collections  from  present 
tenants,  and  maintenance  and  repair  of  the 
physical  property.  These  properties  require  a 
special  kind  of  attention.  Since  they  are  small 
and  have  low  rentals,  commissions  are  also 
relatively  low.  Thus,  the  leasing  salesman 
cannot  afford  to  devote  a  great  deal  of  his  time 
to  this  sort  of  property. 

This  type  of  management  account  may  not 
stay  with  one  office  for  long,  because  the 
owner  often  expects  the  impossible  when  the 
demand  for  his  property  has  undergone  a 
tremendous  shrinkage,  forcing  a  great  reduc¬ 
tion  in  rental  rate. 


Another  Kind  of  Work  Load 

Residences  and  duplexes  offer  another  kind 
of  work  load.  In  many  areas  properties  of  this 
sort  are  leased  only  on  an  unfurnished  basis 
which  greatly  reduces  the  maintenance  prob¬ 
lem.  When  the  property  has  100  per  cent  occu¬ 
pancy,  collections,  maintenance,  and  policing 
of  ground  care  are  the  main  duties  of  the  man¬ 
ager.  In  areas  where  residences  and  duplexes 
are  leased  as  furnished  units,  however,  the 
maintenance  work  load  is  much  greater.  If  the 
turn-over  for  furnished  properties  is  high- 
something  like  50  per  cent  per  year  as  it  is  in 
some  seasonal  areas— the  work  involved  is  even 
greater.  More  manpower  is  lequired  for  col¬ 
lecting  and  for  checking  inventories  for  new 
tenants  going  in  and  old  tenants  going  out. 

There  is  more  to  propertv  management  than 
meets  the  eye.  Items  that  have  been  men¬ 
tioned  barely  scratch  the  surface  considering 
the  work  load  involved  in  the  various  kinds  of 
property,  but  they  will  give  the  newcomer 
some  insight  into  the  problems  of  manage¬ 
ment. 

The  office  building  field  is  extremely  deli¬ 
cate  to  handle,  often  involving  long-term 
leases  under  which  substantial  and  costly  con¬ 
cessions  must  be  made  to  tenants.  Office  build¬ 
ing  management  should  be  handled  only  by 
property  managers  of  long  experience. 

Management  Duties 

So  much  for  the  work  load.  The  next  item 
of  major  importance  is  management  duties. 


Office  building  management  presents  leasing,  operating, 
and  maintenance  problems  that  require  expert  handling  by 
an  experienced  property  manager. 


Direct  handling  of  duties  will  be  used  by  new 
management  firms  and  small  offices  where  the 
Realtor  handles  three  or  four  store  buildings, 
two  or  three  apartment  buildings  or  office 
buildings.  Time-consuming  management, 
however,  may  interfere  with  the  Realtor’s 
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Strip  stores  such  as  these  are  giving  way  to  carefully  With  the  help  of  aggressive  tenants,  CPM's  can  stage  pre¬ 
planned  shopping  centers  in  most  cities.  These  properties  motion  campaigns  that  will  keep  the  parking  lots  full  and 

require  a  special  kind  of  attention.  business  booming  in  shopping  centers. 


Other  activities— sales,  rentals,  mortgages,  and 
insurance. 

The  direct  handling  of  management  duties 
by  such  an  individual,  of  course,  requires  him 
to  have  broad  knowledge,  and  the  ability  to 
jump  from  one  kind  of  property  to  another.  If 
the  Realtor  succeeds  in  obtaining  a  substantial 
amount  of  new  business,  he  may  decide  that 
he  will  have  to  enlarge  his  management  opera¬ 
tion.  When  he  does,  he  must  delegate  duties 
to  others. 

With  the  acquisition  of  additional  proper¬ 
ties,  such  as  apartment  buildings  with  resident 
managers,  a  department  supervisor  is  an 
absolute  necessity  in  the  development  of  a 
management  business.  The  supervisor  will 
continue  to  carry  on  the  direct  handling  of 
some  of  the  early  properties,  in  addition  to 
supervising  the  activities  of  apartment  man¬ 
agers  and  carrying  out  numerous  other  duties. 

As  the  management  organization  grows, 
many  properties  will  be  assigned  to  managing 
agents  in  other  cities  ( agency  management ) . 
These  are  supervised  by  the  Realtor  who  has 
become  a  CPM,  as  has  the  department  super¬ 
visor.  Management  duties  are  broadened 
somewhat  when  agency  supervision  is  a  part 
of  the  manager’s  responsibilities.  He  no  longer 
deals  with  all  details  of  the  operation  of  large 
properties,  but  is  primarily  concerned  with 
modernization  and  its  cost,  the  continued  im¬ 
provement  of  gross  and  net  income,  and  super¬ 
vision  of  the  manager  who  lives  at  the  prop¬ 
erty.  Most  new  management  firms,  however, 


will  be  concerned  only  with  direct  handling  in 
the  early  years.  ’ 

Personnel  Selection 

Selection  of  personnel  is  of  great  import¬ 
ance.  Proper  consideration  must  be  given  to 
the  work  load  and  the  management  duties  that 
you  expect  for  your  particular  management  | 
operation. 

How  many  employees  are  needed?  Al-  , 
though  studies  have  been  made  to  show  the  | 
number  of  employees  that  may  be  required  in  j 
certain  management  organizations,  I  do  not  | 
believe  that  a  “rule  of  thumb”  can  be  devel-  i 
oped  that  is  of  any  great  value.  There  are  too  | 
many  unknown  quantities  in  the  application  , 
of  such  a  formula.  ^ 

In  one  study  covering  the  handling  of 
various  kinds  of  property— offices,  stores,  shop¬ 
ping  centers,  apartments,  residences— the  ^ 
average  handled  by  each  man  was  228  tenants, 

42  properties  and  37  owners.  The  highest  single  | 
instance  was  247  tenants,  184  properties  and 
174  owners.  Actual  experience  will  determine 
the  number  of  tenants,  properties  and  owners 
that  each  property  manager  can  capably  . 
handle. 

Economical  Use  of  Manpower 

Assignment  by  kind  of  property  leads  to 
greater  efficiency.  Specializing  creates  a  more  : 
economical  use  of  trained  manpower.  One  man  j 
can  be  assigned  apartment  properties,  another  j 
assigned  shopping  centers,  and  another  office  I 
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buildings.  Each  would  have  the  opportunity 
to  specialize  in  his  own  field,  and  owners  will 
be  much  happier  in  the  knowledge  that  a 
specialist  is  assigned  to  their  property. 

The  management  firm  must  provide  about 
45  per  cent  of  its  income  for  salaries  of  man¬ 
agement  personnel,  including  secretaries. 
Commissions  paid  absorb  around  5  per  cent 
of  the  management  dollar.  If  the  rest  of  the 
office  costs  and  general  overhead  can  be  kept 
to  30  per  cent,  the  Realtor  in  the  property 
management  business  can  count  on  20  per 
cent  of  the  management  dollar  as  profit.  In 
some  instances,  profit  in  the  management 
i  business  is  more  on  the  order  of  10  per  cent. 
I  This  fluctuates  considerably  with  the  gain  or 
I  loss  of  various  kinds  of  management  business. 
I  For  example,  some  management  propertv 
j  can  be  obtained  that  can  be  supervised  by  the 
’  present  office  staff  and  will  not  represent  anv 
]  added  cost  to  the  management  agent  at  all. 

:  In  this  case,  the  net  profit  could  be  doubled  by 
$  the  addition  of  this  one  property. 

I  Therefore,  the  amount  of  money  that  a 
managing  agent  can  afford  to  pay  personnel  is 
;  strictly  geared  to  his  own  business,  what  he 
I  feels  is  a  fair  and  equitable  amount,  and  what 
I  it  requires  to  keep  competent  help. 

Management  Qualifications 

I  It  is  important  to  consider  qualifications  of 
:  management  men.  Most  of  us  are  influenced 
greatly  by  the  appearance  of  an  individual. 
While  appearance  is  of  extreme  importance, 
honesty,  reliability,  and  capability  are  more 
essential  attributes.  None  of  these  items  should 
be  lacking  in  an  employee.  Related  to  relia¬ 
bility  is  good  health,  another  essential  attri¬ 
bute.  No  matter  how  capable  or  honest  a 


person  may  be,  if  he  has  poor  health  and  can¬ 
not  be  relied  upon  for  steady  performance,  it 
is  a  serious  mistake  to  hire  him. 

The  employee  should  have  “limited  ambi¬ 
tion.”  Some  people  may  get  the  wrong  im¬ 
pression  of  this  statement,  feeling  that  I  am 
suggesting  the  employment  of  inferior  persons. 
This  is  not  the  case  at  all. 

As  an  example,  if  you  were  to  employ  some¬ 
one  with  tremendous  ambition,  you  train  him 
for  a  year  or  two  and  he  either  opens  his  own 
business  or  moves  to  another  city  with  another 
firm.  You  have  wasted  two  years  of  training. 
Should  this  occur  regularly,  you  will  not  have 
a  trained  organization.  You  could  wind  up 
after  10  or  15  years  with  an  almost  entirely 
new  staff,  with  limited  management  knowl¬ 
edge  and  familiarity  with  the  properties  vou 
handle.  A  happy  medium— employing  those 
with  “limited  ambition”— should  be  vour  ob- 

j 

ject. 

It  is  also  advisable  to  avoid  “has  beens”  who 
are  seeking  employment  for  a  few  months. 

Look  for  employees  who  are  energetic,  full 
of  enthusiasm,  and  you  feel  will  enjoy  manage¬ 
ment  work. 

The  Real  Estate  Management  Department 
—How  to  Establish  and  Operate  It,  a  book 
published  by  the  Institute  of  Real  Estate 
Management,  contains  a  section  entitled 
“Personnel”  which  gives  information  concern¬ 
ing  secretaries,  bookkeepers,  and  other  office 
personnel.  While  I  consider  them  of  great  im¬ 
portance,  I  have  dealt  only  with  the  operation 
and  production  staff  in  this  article.  This  book 
should  be  read  by  all  Realtors  planning  to  be¬ 
gin  a  management  business,  or  who  want  to 
improve  the  service  and  efficiency  of  their 
present  operation. 
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Property  Analysis:  Comerstoue  of  Profit 

hij  Lloyd  D.  Hatiford,  Sr.,  cpm 

“Property  analysis  for  highest  and  most  productive  use”  is  a  phrase 
that  never  ceases  to  ring  in  the  ears  of  professional  real  estate  man¬ 
agers.  It  becomes  increasingly  obvious  and  regrettable  that  many  real 
estate  practitioners  fail  to  understand  the  true  meaning  and  deep 
significance  of  that  phrase.  “Highest  and  most  productive  use”  sug¬ 
gests  the  most  valued  service  anticipated  from  expert  real  estate 
management— The  creative  abilities  of  the  manager  are 
Iwrn  of  his  experience,  training,  observation,  imagination,  and  in- 
dustrv. 

There  are  two  distinct  aspects  to  management:  the  mechanical 
process  and  the  creative  efforts.  Many  owners  seek  professional  man¬ 
agement  primarily  for  the  purpose  of  avoiding  the  drudgerv  of  the 
mechanical  process  rather  than  for  the  more  valuable  second  service. 
Perhaps  this  is  one  of  the  reasons  why  management  fails  in  its  effort 
to  secure  proper  compensation  for  its  services,  or  perhaps  it  is  man¬ 
agement  that  fails  to  emphasize  the  more  valuable  creative  service 
and  thereby  stultifies  its  own  potential. 

My  objective  is  to  emphasize  the  creative  opportunities  in  profes¬ 
sional  management,  and  thereby  establish  a  more  realistic  concept 
of  the  major  benefits  that  will  accrue  from  expert  administration  of 
real  property  investments. 

Find  The  Weakness 

We  proceed  on  the  basic  premise  that  every  property  has  some 
weakness;  even  the  most  recently  constructed  building  exhibits  eco¬ 
nomic  and  architectural  deficiencies.  We  are  always  alert  to  the  weak¬ 
nesses  of  older  buildings.  In  planning  real  estate  developments  we 
always  draw  upon  our  experience  and  observations  to  avoid  most  of 
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the  more  glaring  problems.  Even  then,  the 
human  equations  seem  to  permit  “mistakes” 
in  judgment  and  conclusions. 

Our  function  as  managers  is  to  carefully 
analyse  properties  entrusted  to  our  care;  to 
find  the  weaknesses  that  affect  the  economic 
welfare  of  the  property,  and  to  determine  what 
may  be  done  to  correct  or  modify  those  short¬ 
comings. 

This  is  the  professional  pattern  of  the  real 
estate  management  business.  If  we  carry  this 
thinking  further,  we  will  conclude  that  this  is 
the  pattern  of  the  entire  real  estate  business. 
We  sell,  lease,  counsel,  appraise,  and  manage 
real  property  for  investors.  It  becomes  our 
responsibility  to  train  ourselves  to  quickly  rec¬ 
ognize  weaknesses,  so  we  can  suggest  practical 
methods  for  bringing  a  property  closer  to  its 
highest  and  most  productive  use.  Those  of  us 
who  accept  this  trust  will  develop  businesses 
that  will  grow  and  prosper  in  good  times  or 
bad.  Those  who  ignore  this  pressing  obligation 
will  unquestionably  be  relegated  to  economic 
oblivion. 

Look  Ahead 

No  program  or  broad  economic  process  is 
measured  in  terms  of  a  few  years.  This  is  par¬ 
ticularly  true  in  these  transitional  times.  The 
past  10  years  cannot  be  considered  a  norm,  but 
rather  must  be  catalogued  as  unusual  in  the 
cyclic  performance  of  economic  activity.  Our 
observations  adhere  to  realism  and  our  fore¬ 
casts  must  contemplate  probable  conditions  in 
the  years  ahead,  rather  than  situations  sug¬ 
gested  by  wishful  thinking. 

As  real  estate  managers,  we  are  required  to 
know  better  than  anyone  else  the  strengths 
and  weaknesses  of  properties  entrusted  to  us. 
We  know  when  and  where  to  look  for  the 
weaknesses  and  how  to  eliminate  or  modify 
them.  Our  thinking,  of  course,  must  not  be 
negative.  We  are  impelled  to  understand  the 
inherent  strengths  of  these  properties  and  to 
know  the  most  effective  means  by  which  these 
strengths  can  be  most  fully  exploited.  Our 
knowledge  stems  from  day-to-day  problems, 
and  we  dare  not  indulge  in  casual  estimates. 

With  highest  and  best  use  as  a  beacon  light, 
we  pursue  a  program  of  comprehensive  anal¬ 


ysis  of  the  property— its  neighborhood  and  its 
region.  Real  estate  today,  and  in  the  foresee¬ 
able  future,  exists  in  an  economy  of  regional 
complexes  rather  than  in  the  more  simple, 
independent  communities  of  the  past. 

The  modern  city  cannot  exist  without  bene¬ 
fit  of  an  expanding  regional  trading  area  of 
which  it  is  the  focal  point.  By  the  same  token, 
no  single  investment  property  stands  by  itself, 
nor  is  any  neighborhood  independent  from 
strong  regional  influence.  The  region  is  the 
market  for  all  income  properties  within  its 
boundaries,  and  the  manager  is  the  market 
analyst  and  merchandiser  to  whom  the  in¬ 
vesting  public  looks  for  reliable  and  profitable 
operation,  based  upon  proven  market  data  and 
market  trends. 

Regional  Trends 

The  word  “trend”  suggests  a  direction  of 
change— advantageous  or  disadvantageous. 
There  are  many  signals  that  we  watch  care¬ 
fully  in  our  approach  to  practicability  in  re¬ 
gional  estimates.  First  and  foremost  is  popula¬ 
tion— not  merely  numbers  of  people  but 
population  characteristics  as  to  age  groups, 
ethnics,  employment,  family  sizes,  family  in¬ 
comes  and,  of  course,  the  trend  in  numbers  of 
people.  None  of  these  by  themselves  can  be 
considered  indicative.  People  without  incomes 
are  a  responsibility,  not  an  asset;  unstable  em¬ 
ployment  has  problem  potential;  a  poorly 
balanced  age  group  points  toward  serious 
problems  in  the  future;  a  region  embracing  a 
single  ethnic  group  has  a  volatile  aspect  which 
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Every  property  has  some  weakness— even  newly-constructed 
buildings.  Property  managers  must  find  the  weaknesses  and 
determine  what  can  be  done  to  correct  them. 
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can,  and  often  does,  eventually  result  in  ad¬ 
verse  economics. 

As  regions  develop,  the  tax  structure  neces¬ 
sarily  broadens  and  we  find  varying  cells  of 
taxes  within  the  region.  These  tax  variations 
directly  affect  real  estate  and  business  activ¬ 
ity,  and  we  give  careful  attention  to  both  the 
general  and  the  special  tax  picture  as  it  ap¬ 
pears  to  be  unfolding.  Modern  living  requires 
many  costly  public  services.  We  need  not  be¬ 
come  unduly  alarmed  unless  waste  and  inef¬ 
ficiency  dilute  the  necessary  governmental 
activity,  or  unless  special  interests  become  the 
principal  beneficiaries  from  tax  monies. 

Real  property  is  susceptible  to  physical  fac¬ 
tors  as  well  as  economic  factors.  The  physical 
aspects  include  soil  conditions  and  climate, 
both  of  which  can  have  wide  variations  in 
comparatively  small  geographical  areas.  With 
an  awareness  of  the  good  and  bad  effects  from 
each  of  these,  we  are  alert  to  their  relation  to 
real  property  values. 

Facilities  and  Characteristics 

Integrated  into  the  regional  complexes  must 
be  certain  facilities,  utilities,  services,  and  gen¬ 
eral  characteristics  that  identify  the  region 
and  contribute  some  permanence  to  the  exist- 
ance  of  the  region  as  an  economic  and  social 
entity.  No  region  can  exist  without  adequate 
access  to  points  within  itself  and  to  other 
regions  by  road  networks  and  concurrent  pub¬ 
lic  transportation.  We  naturally  anticipate  the 
availability  of  communications,  water,  power, 
fuel,  and  sewage  disposal.  The  quantitative 
factors  of  these  utilities  can  become  as  impor¬ 
tant  as  the  qualitative  factors.  Therefore,  our 
closest  scrutiny  is  indicated. 

Beyond  the  physical  services,  we  look  for 
other  desirable  human  facilities,  and  again  the 
depth  of  these  necessities  requires  careful 
analysis.  Schools,  recreational  opportunities, 
churches,  libraries,  health  and  welfare  pro¬ 
grams,  fire  and  police  protection,  and  the  gen¬ 
eral  government  structure  are  all  of  primarv 
importance  to  any  property  in  any  region. 

Another  very  critical  regional  identity  is  its 
basic  economy  and  the  stability  of  that  econ¬ 
omy,  whether  it  be  industrial,  commercial, 
educational,  or  any  other  main  communal 


effort  which  characterizes  a  specific  region.  As 
analysts,  we  are  impelled  to  inform  ourselves 
in  detail  as  to  the  regional  economic  picture, 
with  a  proper  interpolation  of  how  a  particular 
property  under  consideration  conforms  to,  and 
contributes  to,  the  present  and  future  life  of 
the  overall  region. 

Neighborhood  Studies 

It  is  not  my  objective  to  give  a  complete 
modus  operandi  of  regional,  neighborhood  or 
property  analyses,  but  rather  to  underline 
briefly  the  salient  factors  that  influence  the 
profitable  development  of  real  property 
values.  ! 

Regions  are  composed  of  many  neighbor-  , 
hoods,  just  as  neighborhoods  are  composed  of  ! 
many  properties.  To  properlv  define  a  neigh-  | 
borhood  is  extremely  difficult.  Many  defini-  j 
tions  appear  to  confuse  rather  than  enlighten.  4 
Mr.  Webster  says  that  a  neighborhood  is  “a 
district  or  local  it  v,  often  with  reference  to  its  j 
character  or  inhabitants.”  For  our  purposes,  I 
prefer  to  define  the  neighborhood  as  an  area 
of  certain  characteristics  as  to  use,  condition 
and  topography,  the  extreme  boundaries  of 
which  are  easily  accessible  on  foot.  Whatever 
the  description,  we  concern  ourselves  with  the 
areas  surrounding  a  specified  property,  if  we 
are  to  properly  evaluate  that  property.  The 
neighborhood  analysis  shoidd  parallel  the 
regional  survey  in  content  and  should  be  more 
definitive  in  detail. 

The  Property  Itself 

From  regional  and  neighborhood  analyses 
we  acquire  a  proper  perspective  of  what  to 
look  for  in  the  property.  We  can  bring  into  y 
clear  focus  those  strengths  and  weaknesses  * 
which  modify  the  economy  of  the  enterprise  I 
and  lead  to  a  sound  conclusion  as  to  highest  1 
and  most  productive  use.  It  is  safe  to  say  that  I 
many  investment  properties  are  not  currently  * 
committed  to  this  most  beneficial  exploitation, 
and  their  doors,  therefore,  are  wide  open  for 
experienced  programing  and  action  which  will 
yield  desired  profits. 

Every  investor  looks  for  security  of  income, 
safety  of  invested  capital,  and  the  opportunity 
for  profit  through  growth  and  development. 
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During  the  various  phases  of  the  economic 
cycle,  one  of  these  three  incentives  becomes 
the  most  impelling  investment  motive,  and  we, 
as  managers,  must  attune  our  policies  and 
procedures  to  satisfy  the  investor. 

If  we  are  to  secure  the  full  benefit  from 
growth,  our  property  analysis  must  emphasize 
those  factors  which  historically  contribute  to 
growth  or  help  to  create  growth  patterns.  Cor- 
relatively,  we  must  detect  any  growth  deter¬ 
rents,  and  explain  in  detail  both  the  good  and 
had  signs. 

Rent  Analyses 

Any  property  study  is  meaningless  if  we 
accept  a  given  set  of  financial  figures  without 
test  or  challenge.  The  basic  value  of  invest¬ 
ment  property  stems  from  the  gross  income 
stream  and,  consequently,  it  is  essential  that 
the  quantity  and  availability  of  each  income 
item  be  carefully  scrutinized  to  determine  its 
relation  to  the  general  market. 

Here  are  a  few  of  the  available  check  points; 
In  any  retail  operation  there  is  usually  a  maxi¬ 
mum  and  minimum  of  rent  per  square  foot  per 
year  that  should  be  expected;  in  some  retail 
operations,  the  gross  annual  volume  is  meas¬ 
ured  ia  terms  of  gross  sales  per  lineal  feet  of 
counter  space;  for  other  types  of  stores  we 
estimate  business  volume  by  the  capacity  in 
customers  at  any  one  time. 

Having  determined  the  estimated  annual 
business  volumes,  we  then  apply  “realistic” 
percentages  of  these  volumes  that  can  safely 
be  allocated  to  rental  expense,  and  thus  we  ar¬ 
rive  at  our  valid  schedule  of  potential  gross 
rental  income. 

Our  approach  to  residential  propertv  is 
based  upon  two  major  considerations:  the 
annual  median  family  income  of  our  prospec¬ 
tive  renters,  and  the  competitive  rental  rate 
and  rental  housing  supply  in  the  area,  each 
properly  modified  by  services,  amenities,  and 
facilities. 

Office  space,  industrial  space,  and  loft  space 
are  a  bit  more  difficult  to  work  with  but,  basic¬ 
ally,  the  going  market  in  comparable  proper¬ 
ties  and  comparable  facilities,  services  and 
amenities  gives  us  the  best  test  of  gross  in¬ 
come.  Our  greatest  danger  for  error  is  in  the 


possibility  that  we  might  underestimate  the 
impact  of  general  market  conditions  involving 
space  supply  and  concurrent  rent  loss  allow¬ 
ances.  Only  through  experience  and  substan¬ 
tial  current  market  research  can  we  minimize 
the  chance  of  error. 

Expense  Studies 

Operating  cost  estimates  probably  suffer 
more  abuse  in  the  hands  of  the  inexperienced 
than  any  other  aspect  of  the  real  estate  invest¬ 
ment  business.  The  lack  of  first-hand  knowl¬ 
edge  encourages  oversimplification,  lack  of 
realism,  and  the  careless  use  of  rules  of  thumb 
and  other  quick-answer  devices.  The  profes¬ 
sional  manager  is  singularly  qualified  for  the 
responsibility  of  stabilizing  the  detailed  ex¬ 
penses  of  investment  properties— he  super¬ 
vises  the  property,  maintains  the  property,  and 
pays  the  bills. 

There  are  fundamental  processes  for  sound 
property  ownership  and  operation,  and  these 
principles  must  be  adhered  to  in  analysing  any 
real  estate  investment.  First,  the  regular  and 
unavoidable  expenses— taxes,  insurance  and 
utilities— must  be  budgeted.  Secondly,  the 
property  must  be  serviced  to  keep  it  in  normal 
operation.  This  contemplates  management, 
janitorial  service,  equipment  maintenance, 
maintenance  supplies,  and  incidental  operat¬ 
ing  expenses.  Thirdly,  consider  those  often- 
overlooked  expenses  required  to  keep  the 
property  at  its  maximum  level  of  productivity 
—painting,  decorating,  repair,  replacement, 
and  capital  improvement. 

It  is  in  this  last  group  of  expenses  that  the 
differences  between  good  and  poor  judgment, 
experience  and  lack  of  experience,  success  or 
failure  clearly  become  evident.  It  is  here  that 
an  experienced  professional  manager  becomes 
invaluable  with  his  practical  approach  to  the 
life  of  a  real  estate  investment. 

To  summarize,  objectives  of  property  anal¬ 
ysis,  in  brief,  are:  to  utilize  all  available  cur¬ 
rent  information;  to  apply  those  salient  tests 
which  will  exhibit  the  less  obvious  and  hereto¬ 
fore  undetected  potentials  that  are  latent  in 
many  investment  properties;  and  to  inspire  a 
program  for  operation  which  will  produce  the 
highest  and  best  use  over  the  longest  period. 
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MANAGEMENT 
AND  MONEY 


by  Edmund  E.  Thomas 


The  Mayflower  Hotel,  Washington,  D.C. 

.  .  .  the  property  has  been  kept  in  first-class  condition 
by  first-rate  management. 


I  LIKE  TO  THINK  of  real  estate  management  as  “Maintaining  Pride  of 
Ownership”  and  “Safeguarding  the  Security.”  I  can  assure  you  that 
few  things  are  more  important  to  proper  financing. 

The  importance  of  highly  qualified  and  skilled  management  to 
building  ownership  is  more  important  today  than  ever  before  in  real 
estate  history.  We  mortgage  brokers  realize  the  importance  of  the 
relationship,  but  many  owners  of  older  properties  throughout  the 
country  do  not.  Accordingly,  the  professional  side  of  the  real  estate 
industry  must  join  in  bringing  home  to  owners  the  critical  value  of 
management. 

In  recent  years  we  have  had  in  Manhattan  a  glorious  field  day  for 
owners  and  leasing  brokers.  New  buildings  have  rented  about  as 
quickly  as  they  have  gone  up.  In  recent  years,  too,  the  older  buildings 
wliich  gave  up  tenants  in  many  instances  to  the  new  buildings  have 
filled  up  again  by  the  expansion  of  their  remaining  old  tenants  and 
the  entry  of  a  few  new  ones.  The  ofiice  rental  market  is  still  strong. 

Real  Estate  Must  Compete 

But  the  time  must  come  when  competition  for  tenants  will  be 
keener.  Then  to  hold  old  tenants  and  to  attract  new  ones  will  depend 
more  on  what  management  is  doing  today  than  on  what  can  be  done 
at  the  last  moment.  Like  everything  else,  you  reap  later  what  you  sow 
today.  This  is  important  not  only  to  owners  and  managers,  but  to 
mortgage  brokers  as  well,  because  we  will  be  competing  in  a  money 
market  that  must  serve  the  whole  expanding  American  economy. 
The  big  institutional  lenders  are  going  to  place  their  money  where 
it  will  earn  most  and  be  most  secure.  As  an  industry,  real  estate 
must  compete  with  every  other  industry  that  requires  financing  and 
refinancing. 

Those  not  primarily  concerned  with  the  flow  of  money  often  won- 
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der  why  interest  rates  on  mortgages  do  not  re¬ 
spond  immediately  to  changes  in  the  redis¬ 
count  rate  decreed  by  the  Federal  Reserve 
Banks,  or  to  the  expansion  and  contraction  of 
the  money  supply  decreed  by  the  Federal 
Reserve  System.  They  fail  to  take  into  con¬ 
sideration  the  long-term  nature  of  real  estate 
investment,  and  the  inescapable  time  lag  be¬ 
tween  a  change  in  the  commercial  money  rate 
and  the  mortgage  rate. 

Ours  is  a  dynamic  economy.  It  is  changing 
all  the  time  as  various  factors  influence  our 
economic  and  political  existence.  A  primary 
consideration  of  all  managers  of  money  and  of 
credit  is  to  keep  the  supply  from  becoming  so 
abundant  that  inflationary  pressures  are  either 
generated  or  encouraged.  The  basic  inflation¬ 
ary’  pressure  always  is  there,  and  the  effort  to 
compensate  and  resist  that  pressure  is  always 
being  exerted.  That  is  essentially  why,  as  far 
ahead  as  we  can  foresee,  there  will  always  be 
a  contest  among  all  segments  of  the  economy 
for  the  available  dollar. 

Competent  Management 

Obviously,  then,  the  big  lenders  are  going 
to  have  their  choice  as  to  where  to  put  their 
money.  Under  the  conditions  that  we  foresee, 
the  owners  of  rey  enue  producing  real  estate 
must  realize  that  to  get  money,  and,  better 
still,  to  get  the  amount  of  money  they  need  at 
a  favorable  rate  at  the  time  they  require  it, 
they  must  have  kept  their  properties  in  top 
competitive  condition.  The  lenders  know  that 
this  is  more  than  the  application  of  skilled  en¬ 
gineering  and  progressive  maintenance.  They 
know  it  is  more  than  an  aggressive  and  alert 
rental  policy.  They  know  it  is  a  combination  of 
all  of  these.  And  that,  I  can  assure  them  out  of 
our  experience,  can  be  accomplished  only 
through  the  most  competent  management 
over  a  long  period. 

Management  is  a  matter  of  special  interest 
today  in  all  aspects  of  our  economy.  We  are 
all  aware  of  the  diffusion  of  ownership.  Cor¬ 
porate  enterprise  today  is  so  complex,  requires 
so  many  trained  skills,  that  ownership  must 
hire  management.  This  has  developed  gradu¬ 
ally  as  our  economy  has  expanded  and  its 
technological  nature  has  deepened,  and  as  new 


sources  of  capital  were  required.  Investment 
itself  is  a  very  special  field  requiring  its  own 
unique  skills  and  background.  Anyone  who 
reads  corporate  reports  is  constantly  struck 
with  the  comparatively  small  stock  ownership 
of  most  of  the  directors  and  many  of  the  man¬ 
agers.  This  is  a  fact  of  mid-century  economic 
development.  It  is  true  not  only  of  our  great 
productive  industries,  our  mines,  and  our 
mills  but  is  becoming  equally  true  of  real 
estate  through  large  and  small  syndicates  and 
public  companies. 

Building  Is  a  Machine 

There  are  factors  in  real  estate  today  that 
have  not  had  sufiicient  notice  from  students  of 
our  industry.  One  is  that  a  modern  building  is 
a  machine.  It  is  no  longer  a  series  of  enclosed 
floors  with  a  roof.  It  can  no  longer  be  serviced 
by  the  handyman,  the  Jack-of-all-trades.  It 
requires  the  services  of  engineers  of  several 
disciplines.  We  know,  of  course,  because  we 
observe  it  every  day,  that  few  architects  today 
are  capable  of  completing  the  design  of  a 
large  modern  building.  They  must  have  the 
services  of  engineering  consultants,  consult¬ 
ants  in  structural  design,  consultants  in  elec¬ 
trical  installations  and  operations,  and  con¬ 
sultants  in  air  conditioning.  Machinery  in 
modern  buildings  represents  about  40  per  cent 
of  cost  today  compared  to  10  per  cent  in  the 
old  days. 

It  must  be  obvious  that  to  manage  and 
properly  maintain  structures  which  require 
such  complex  services  to  be  brought  into  ex¬ 
istence  must  require  equally  skilled  services  in 
having  their  maintenance  properly  observed. 
But  management,  as  you  know  better  than  I, 
requires  more  than  the  skill  and  experience  of 
trained  engineers.  It  requires  a  staff  that  is 
expert  in  all  aspects  of  housekeeping. 

Affects  Refinancing 

This  is  important  from  the  viewpoint  of 
mortgage  bankers,  because  we  find  that  man¬ 
agement  has  a  very  large  bearing  on  the  re¬ 
financing  of  mortgages.  In  fact,  we  have  found 
that  mortgage  money  and  good  management 
go  together  just  as  in  the  song  about  love  and 
marriage— you  can’t  have  one  without  the 
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other.  To  be  blunt  about  it,  you  cannot  get 
property  financed  unless  your  management  is 
good,  even  tops.  The  better  the  management, 
in  the  fullest  meaning  of  the  word,  the  better 
the  financing  terms  that  can  be  arranged. 

Good  management,  as  you  good  managers 
know,  is  not  as  prevalent  today  as  it  ought  to 
be.  There  are  many  older  buildings— buildings 
that  haven’t  been  purchased  by  a  new  alert 
owner— let  us  say,  where  the  old  fashioned 
owner  has  old  fashioned  management.  He 
likes  a  clean  lobby,  elevator  operators  with 
neat  appearance,  and  an  office  management 
that  can  stifle  tenant  complaints  with  the  least 
expenditure  of  money  from  his  treasury.  Hap¬ 
pily,  this  kind  of  owner  is  l)ecoming  rare  as  the 
competition  becomes  keener,  and  he  finds  he 
is  neither  able  to  hold  on  to  his  tenants  nor  to 
get  the  rents  his  location  justifies  T  ,.n  the 
tenants  that  he  does  get.  Once  a  building  be¬ 
comes  known  as  run-down,  improperly  serv¬ 
iced,  and  incompetently  managed,  it  becomes 
very  difficult  to  restore  its  former  reputation 
or  to  loan  it  money. 

A  real  selling  campaign  must  be  put  on  by 
progressive  managers  to  convince  others  that 
they  must  either  employ  the  best  management 
themselves,  or  go  into  the  management  field 
and  retain  a  firm  of  high  competence  and  high 
reputation  to  be  managing  agent  of  their  prop¬ 
erty.  Some  owners  are  able  to  do  the  job  them¬ 
selves,  as  we  all  know.  But  many  are  not.  We 
find  just  how  competent  they  are  when  they 
seek  a  new  mortgage. 

Prefer  New  Buildings 

The  big  institutional  lenders  prefer  to  place 
their  mortgage  money  in  newly  constructed 
buildings.  I  can  assure  you  that  it  isn’t  because 
of  the  glamour.  The  reason  is  that  new  build¬ 
ings  start  off  with  a  good  reputation,  and  in 
these  days  of  expert  management  they  have 
every  chance  of  maintaining  that  reputation. 
In  this  sense,  reputation  is  a  word  that  means 
good  tenants,  a  good  rent  level,  excellent 
maintenance,  and  economical  operating  costs. 

When  an  older  building  is  brought  to  us 
these  days,  we  look  over  the  building  simul¬ 
taneously  with  examining  the  rent  roll  and  the 
balance  sheet.  We  know  that  the  institution 


to  which  we  decide  to  bring  the  loan  applica¬ 
tion  will  also  look  at  the  building  to  see  how 
well  it  has  been  maintained,  how  its  appear¬ 
ance  has  been  kept  clean  and  up  to-date,  how 
its  apparatus  has  been  kept  in  order.  When  we 
find  that  a  building  is  not  up  to  par,  we  ask 
that  some  money  be  spent  to  put  it  in  good 
condition.  It  is  not  difficult  to  get  funds  for  an 
old  building  that  has  been  well  managed  and 
is  in  proper  condition. 

Far  be  it  from  me  to  tell  you  what  is  good 
or  bad  in  management.  But  I  want  to  assure 
you  that  what  most  lenders  look  to  first  is  what 
we  call  housekeeping,  second  to  tenant  rela¬ 
tions,  and  third  to  the  records,  or  system.  Any 
one  of  these  phases  of  management  can  help 
or  hinder  in  gaining  the  favorable  attention  of 
a  prospective  lender. 

Unfortunate  Experiences 

We  recently  had  an  unfortunate  experience 
with  an  owner  who  wouldn’t  take  our  advice. 
We  looked  at  his  building  and  told  him  what 
he  should  do  to  place  the  building  in  proper 
condition  to  obtain  the  loan  he  wanted.  He 
didn’t  want  to  spend  the  money,  but  he  as¬ 
sured  us  that  he  would.  Meanwhile  we  went 
through  the  other  phases  of  processing  a  loan. 
The  arithmetic  warranted  the  refinancing  that 
the  owner  wanted.  The  dollar  ratio  to  the 
number  of  rooms  and  apartments  was  proper, 
and  so  we  were  able  to  arouse  the  sincere  inter¬ 
est  of  an  institutional  lender.  The  amount,  the 
interest  terms,  and  conditions  that  we  were 
able  to  work  out  were  satisfactory  both  to 
lender  and  borrower.  Unfortunately,  the 
owner  had  not  carried  out  the  rehabilitation 
program  we  had  advised.  And  it  was  not  a 
costly  one,  either! 

When  the  time  came,  the  lender’s  inspec¬ 
tors  made  an  adverse  report.  They  found,  as 
we  did,  that  the  housekeeping  was  poor.  Need¬ 
less  to  say,  all  the  institution’s  work  and  our 
work  was  in  vain.  The  loan  was  turned  down 
because  of  the  lack  of  proper  management  and 
the  physical  condition  of  the  building. 

In  another  instance— in  this  case  a  commer¬ 
cial  building— the  net  income  warranted  a 
larger  loan  than  was  either  desired  or  needed. 
But  upon  inspection  of  the  property  we  real- 
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ized  that  its  run-down  condition,  due  to  in¬ 
ferior  management,  would  hinder  us  in  ob¬ 
taining  any  kind  of  consideration  from  an 
institutional  lender.  We  had  to  turn  down 
handling  the  application. 

Three  Buildings  Refinanced 

While  we  don’t  pretend  to  know  all  the  in¬ 
tricacies  of  the  complex  job  of  building  man¬ 
agement,  we  do  know  enough  to  be  convinced 
that  the  manager  of  a  building  must  recom- 
]  mend  structural  improvements  to  keep  the 
I  property  in  competitive  condition  with  new 
f  kiildings.  Recently  we  financed  a  group  of 
office  buildings  in  St.  Paul,  which  had  been 
modernized  with  new  lighting  fixtures,  air  con¬ 
ditioning,  new  plumbing,  and  new  elevators. 

;  Due  to  their  excellent  management,  we  were 
•  able  to  borrow  enough  to  pay  most  of  these  ex- 
'  penses.  Even  more  recently,  we  were  able  to 
i  increase  substantiallv  a  loan  on  the  Mayflower 
!  Hotel  in  Washington,  due  in  great  part  to  the 
fact  that  the  property  had  been  kept  in  first- 
class  condition  by  first-rate  management. 
Within  the  past  year,  we  refinanced  an  office 
building,  the  Whitehall  Building,  constructed 
in  Manhattan  in  1903,  because  it  had  been  in 
the  hands  of  alert  and  expert  management. 
Otherwise,  we  would  not  have  been  successful 
in  this  refinancing. 

The  importance  of  the  relationship  of  man¬ 
agement  to  financing  can  be  better  appreci¬ 
ated,  perhaps,  from  the  fact  that  in  the  United 
States  real  estate  is  mortgaged  to  the  extent  of 
over  two  hundred  billion  dollars. 

Properties  that  are  free  and  clear  today  may 
of  necessity  be  mortgaged  tomorrow,  so  again 
I  stress  that  management,  and  I  repeat  “good 
management,”  is  an  important  factor  in  keep¬ 
ing  real  estate  attractive  to  institutional 
lenders. 

Besides  the  institutional  lenders  here,  and 
the  holders  of  foreign  money  abroad,  our  com¬ 
pany  is  looking  assuredly  to  the  large  pension 
funds  in  this  country.  We  have  given  a  great 
deal  of  effort  toward  making  them  aware  of 
the  advantages  of  real  estate  investment. 
We  have  made  gratifying  headway.  It  is  both 
amazing  and  deeply  satisfying  to  us  to  watch 


the  growth  of  these  pension  funds,  and  to  see 
their  awakening  and  expanding  interest  in  real 
estate  as  a  source  of  security  for  their  careful 
and  prudent  investments. 

We  believe  it  is  part  of  our  function  to  assist 
in  the  education  of  the  managers  of  the  pen¬ 
sion  funds  in  the  advantages  of  mortgages  in 
their  portfolios.  The  management  of  large 
sums  of  money,  especially  other  people’s 
money,  is  a  difficult  and  exacting  responsi¬ 
bility.  To  those  educated  and  trained  prin¬ 
cipally  in  the  bond  market,  both  corporate  and 
governmental,  and  even  to  those  familiar  with 
the  evaluating  of  common  and  preferred 
stocks,  real  estate  is  usually  an  unknown  quan¬ 
tity. 

Must  Prove  Advantages 

The  fact  is,  to  be  sure,  that  real  estate  is  not 
an  easy  business  to  learn.  The  pension  funds 
are  new.  Their  managers  are  determined  to  be 
prudent,  realizing  nevertheless  that  they 
ought  to  get  the  highest  return  for  the  funds 
entrusted  to  their  skillful  control.  Until  they 
learn  by  experience  how  safe  and  valuable 
mortgages  can  be  for  their  funds,  we  must 
have  patience  and  seek  to  prove  the  advan¬ 
tages  of  real  estate  investment  to  them.'  This, 
too,  will  require  time  and  effort.  We  cannot 
hope  to  succeed  too  quickly,  but  succeed  we 
will. 

We  believe  that  the  prospects  ahead  for  the 
real  estate  industry  are  very  bright,  and  we 
expect  a  prolonged,  sound  expansion,  some¬ 
what  faster  than  that  of  our  economy  as  a 
whole. 

In  closing,  I  want  to  repeat  the  necessity 
of  good  management— perhaps,  I  should  say, 
the  best  management.  Owners  of  real  estate 
like  other  entrepreneurs,  must  understand 
that  appearance,  reputation,  and  public  ac¬ 
ceptance  are  as  important  to  them  as  they  are 
to  business  men  selling  products  and  commod¬ 
ities.  I  hope  you,  as  managers,  will  keep  this 
foremost  in  mind  and  spread  the  word  to  other 
managers.  In  this  way  you  will  be  helping  not 
only  yourselves,  but  the  mortgage  brokers  and 
the  lending  institutions,  and  certainly,  the 
tenants  and  the  public. 
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O.  Elliworth  Stavens, 
a  member  of  the  I  REM 
Governing  Council  and 
post  president  of  the 
Apartment  Owners  Association 
of  Marylond,  is  general 
manager  of  the  Apartment 

Division  of  Joseph  MeyerhofF  _  ^  r>n  1  r< 

Corp.,  Baltimore,  Md.  Otf  O.  EllStVOrtn  StCVeriS,  CPM 


“Apartment  for  rent— 4J2  Rooms— Will  Dec¬ 
orate.”  Printed  on  a  sign  attached  to  the  side 
of  a  building  or  appearing  as  a  notice  in  the 
classified  section  of  the  newspaper,  this  state¬ 
ment  constitutes  the  present  promotion  pro¬ 
gram  of  the  apartment  industry. 

Occasionally,  a  display  ad  will  appear  in 
the  real  estate  or  financial  section  of  the  news¬ 
paper  extolling  the  advantages  of  the  location 
of  a  particular  building,  which  usually  is 
either  in  process  of  construction  or  has  just 
been  completed. 

After  our  buildings  have  been  rented,  we 
settle  back,  intent  on  collecting  the  rent  and 
maintaining  the  dwelling.  There  is  no  such 
thing  as  a  long-term,  imaginative  promotion 
plan  or  a  sustained,  well-directed  advertising 
program  to  build  interest  in  our  product. 

Program  Needed 

Partiallv,  this  is  due  to  the  diversification 
of  ownership  and  lack  of  organization  on  the 
part  of  those  who  are  concerned  with  the 
proper  promotions  of  apartment  living.  There¬ 
fore,  we  who  are  charged  with  the  manage¬ 
ment  of  apartment  projects  should  give 
considerable  study  to  the  development  of  a 
large-scale  program  to  promote  the  advan¬ 
tages  of  apartment  living. 

We  all  are  aware  of  the  fine  job  that  the 
National  Association  of  Real  Estate  Boards 
and  the  National  Association  of  Home  Build¬ 
ers  are  doing  in  promoting  home  ownership. 


We  have  no  quarrel  with  their  programs.  We 
believe  they  are  good,  and  that  most  families 
are  more  properly  housed  in  a  home  of  their " 
own  and  do  not  fit  into  the  apartment  picture. 

However,  there  is  a  rapidly-increasing  num¬ 
ber  of  families  living  in  homes  that  have  out¬ 
grown  their  usefulness,  and  have  become  a 
burden  instead  of  a  pleasure.  Others  are  not , 
financially  ready  for  home  ownership. 

There  is  a  tremendous  market  for  our  prod-  > 
net,  but  much  of  it  has  not  been  awakened  to 
the  comfortable  and  economical  living  avail¬ 
able  in  an  apartment. 

Market  to  Reach 

What  are  these  groups  that  should  be 
reached? 

There  are  the  new  family  formations.  Young 
couples  are  now  being  married  in  record  num¬ 
bers.  Their  problem  is  to  find  small,  attractive, 
convenient  accommodations  in  which  they  can  ’ 
live  while  they  pay  for  their  furniture  and  j 
start  to  build  a  reserve  toward  buying  a  home.  , 
In  most  cases,  they  require  only  a  one- 
bedroom  apartment.  Usually  both  members 
of  the  family  work  and  a  minimum  of  house¬ 
keeping  is  needed. 

Also,  they  must  completely  furnish  their 
home  and  therefore  prefer  not  to  take  on  too 
many  rooms  at  one  time  in  order  to  cut  their 
furnishing  expenses. 

Small  apartment  living  also  is  ideal  for' 
single  folks  and  career  people,  who  are  life- 
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time  apartment  occupants  for  convenience 
sake. 

In  addition  to  those  already  mentioned, 
divorced  persons,  widows  and  widowers  are 
excellent  long-term  tenants  for  smaller  living 
i  units. 

I  Many  Transferring 

There  are  thousands  of  families  of  sales 
personnel  and  junior  executives  in  industry 
who  are  frequently  being  sent  from  one 
branch,  office,  or  manufacturing  plant  to 
another.  In  order  to  advance  in  their  work,  it 
is  necessary  for  these  men  to  accept  transfer 
t  wherever  offered.  For  these  families— usually 
with  above-average  income— it  is  unprofitable 
to  purchase  houses  at  every  move.  The  pay¬ 
ment  of  a  settlement  fee  at  the  time  of  pur¬ 
chase  and  the  selling  commission  at  the  time 
of  sale  make  continual  home  buying  unprofit¬ 
able,  even  if  the  house  is  resold  at  the  original 
purchase  price.  Thus,  these  families  should 
look  to  apartments  in  which  to  make  their 
homes.  These  families  need  the  ffexibility  of 
apartment  living  so  that  a  quick  notice  of 
transfer  does  not  bring  on  the  panic  of  pos¬ 
sible  loss  from  the  sale  of  the  home,  as  well 
as  the  involved  negotiations  necessary  to  sell 
the  property.  Giving  the  required  vacancy 
notice  to  the  apartment  manager,  and  select¬ 
ing  another  apartment  in  the  new  location  is 
much  simpler. 


Property  managers  are  the  logical  ones  to  lead  the  way  in 
promoting  apartment  living  in  well-maintained,  comfort¬ 
able  buildings  like  this  one. 

Principally  our  apartment-living  promotion 
should  be  directed  toward  persons  who  have 
bought  homes,  raised  their  families,  and  now 
own  property  that  has  become  a  burden  in¬ 
stead  of  a  pleasure  to  them.  Many  persons  in 
this  situation  do  not  realize  that  they  may  be 
happier  living  in  an  apartment.  The  “do-it- 
yourself”  urge  becomes  considerably  dimmed 
to  these  persons.  After  a  hard  day  at  the  office, 
an  older  man  would  rather  sit  in  a  rocker  than 
move  rocks. 

Not  Expensive 

Many  of  these  families  feel  that  rentals  for 
luxury  or  semi-luxury  apartments  are  too  high 
for  them  to  afford.  Simple  arithmetic,  how¬ 
ever,  will  prove  that  they  are  paying  more  to 
maintain  a  house  than  would  be  necessary  to 
obtain  a  luxury  apartment.  Under  intelligent 
handling,  their  capital  could  appreciate  far 
more  than  the  value  of  the  house.  They  would 
be  free  from  many  burdensome  chores,  and 
would  be  in  a  position  to  close  the  door  and 
leave  on  that  trip  they  have  dreamed  about 
through  the  years. 

“Rent  an  apartment  and  leave  the  worry 
to  us”  should  be  the  password  of  the  apart¬ 
ment  rental  industry.  It  should  not  be  hard  to 
sell  these  older  persons  on  the  idea  of  living 
more  comfortably  with  less  worry— without 
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care  of  snow  and  the  furnace  in  the  winter  and 
grass  and  shrubbery  in  the  summer. 

The  slogan  first  used  by  the  Oregon  Apart¬ 
ment  House  Association,  Inc.,  “Live  Comfort¬ 
ably  and  Economically  in  an  Apartment,”  is 
now  on  the  back  of  every  envelope  that  goes 
out  of  our  oflBce. 

Convenience  and  carefree  living  are  our 
biggest  selling  points.  We  must  stimulate  pub¬ 
lic  thinking  along  these  lines. 

Use  a  Slogan 

How  can  you  conduct  an  effective  apart¬ 
ment  promotion  in  your  city? 

First,  build  your  advertising  campaign 
around  a  slogan,  such  as  “Live  Comfortably 
and  Economically  in  an  Apartment.” 

If  there  is  a  local  Apartment  House  Owners’ 
Association  in  your  city,  organize  a  promotion 
program,  including  use  of  regular  cooperative 
advertisements  to  point  out  the  amenities  of 
apartment  living. 

By  a  few  “hard  sell  ads”  you  can  compare 
the  cost  of  interest,  upkeep,  heat,  and  so  forth 


of  a  house  with  the  cost  of  an  apartment. 

If  there  is  no  local  Apartment  House  Own¬ 
ers’  Association,  get  together  with  other  man¬ 
agers  and  owners  of  larger  apartment  build¬ 
ings  to  map  out  your  promotion  campaign. 

Waiting  for  Stimulation 

After  some  prodding  here  in  Baltimore,  we 
finally  had  an  apartment  house  section  in  the 
Sunday  newspaper  recently,  and  we  are  plan¬ 
ning  another  one  this  fall.  The  entire  section 
of  the  paper  was  devoted  to  apartment  adver¬ 
tising  and  articles  on  the  advantages  of  living 
in  an  apartment. 

Apartment  building  and  development  is 
one  of  the  most  important  industries  in  this 
countrv.  The  large  potential  market  has 
been  undisturbed,  and  the  latent  demand 
is  still  waiting  for  stimulation  by  promotion. 
Throughout  the  country  we  must  arouse  pub¬ 
lic  interest  in  our  product. 

This  represents  a  tremendous  potential  for 
management  business.  CPM’s  are  the  logical 
ones  to  lead  the  way  in  promotion  efforts. 
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Those  of  us  who  choose  to  earn  our  daily 
bread  through  the  many  facets  of  the  real  es¬ 
tate  business  prefer  to  think  that  the  effort 
expended  results  in  a  product  which  is  both 
useful  and  desirable  to  society  as  a  whole.  This 
product,  of  course,  is  service— a  product  which, 
if  superior  in  quality  and  oflFered  at  a  fair  mar¬ 
ket  price,  will  automatically  create  demand. 

In  recent  years,  the  real  estate  field  has  be¬ 
come  so  diversified  that  the  broker  has  tended 
to  specialize  in  one  or  another  of  the  related 
fields  ( i.e.,  sales,  construction,  promotion, 
management,  appraising,  insurance,  etc.). 
However,  as  a  prominent  doctor  once  said  of 
his  highly  specialized  M.D.  son,  “He  wouldn’t 
know  a  case  of  measles  if  he  saw  one.”  Perhaps 
many  of  us  often  overlook  a  branch  of  the  busi¬ 
ness  which  may  offer  a  cure  for  our  doldrums. 

A  Forceful  Ally 

Thus,  the  good  real  estate  sales  department 
can  find  a  forceful  ally  in  management.  The 
two  should  be  compatible,  for  the  ultimate 
goal  of  each  is  service. 

Who  knows  the  history  of  a  particular  piece 
of  property  better  than  the  property  manager? 
He  has  inspected  the  premises  and  has  ana¬ 
lyzed  the  situation  frequently  to  keep  the  in¬ 
come  at  the  maximum  and  physical  condition 
up  to  standard. 

The  management  department  can  also  fur¬ 
nish  a  detailed  financial  statement  of  the  net 
income  for  the  period  the  property  has  been  in 
its  portfolio,  thereby  establishing  a  trend  and 
a  forecast  for  the  future  of  the  property.  This 
is  a  very  important  factor,  for  the  investment 


Good  Management 
Spurs  Sales 


htj  Scott  N.  Brown,  cpm 


.  .  .  few  newspapers  offer  better  circulation 
than  a  woman 


purchaser  will  want  to  know  the  percentage  of 
return  he  can  expect  and  the  security  of  his 
investment.  The  records  of  the  management 
department  reveal  insurance,  tax,  repair  and 
other  pertinent  information  which  is  essential 
to  a  buyer. 

This  trend  to  combine  information  and  serv¬ 
ice  for  such  a  purpose  is  becoming  manifest 
in  many  areas  of  modem  living.  The  shopping 
center  fulfills  in  a  colossal  way  the  place  of  the 
old  country  store.  The  industrial  park  with  its 
manifold  advantages  has  now  become  a  neces¬ 
sity.  Certainly,  the  real  estate  general  practi¬ 
tioner  can  offer,  likewise,  better  service  to  his 
clientele.  We  conclude  that  management  and 
sales  should  be  so  related. 

Client  Offers  Leads 

The  progressive  agent  should  have  at  his 
disposal  facilities  to  serve  the  prospective  les¬ 
see  as  well  as  the  prospective  buyer.  Far  too 
many  of  us  depend  upon  “reputation”  for  re¬ 
ferrals,  despite  the  fact  that  our  very  existence 
depends  upon  our  ability  to  generate  these  re¬ 
ferrals.  What  better  source  for  future  sales 
than  through  the  management  client  who  is 
being  “sold”  your  advice  and  service  every 
day?  Effective  management  offers  a  sales  force 
entry  into  a  whole  new  field  of  prospective 
buyers,  for  tenant  as  well  as  landlord  can  be 
the  origin  of  sales  leads.  In  either  event,  the 
client  who  has  been  served  satisfactorily  will 
remain  a  permanent  customer  for  both  depart¬ 
ments. 

With  the  thought  of  future  sales  in  view, 
consider  the  opportunity  for  subtle  advertising 
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which  exists  between  management  and  client. 
A  well-kept  entrance  to  a  building,  clean  and 
fresh  hallways,  clipped  hedges,  and  newly 
painted  doorways  are  reassurances  to  both 
owner  and  tenant  that  a  job  is  being  done  well. 

Personal  Advertising 

In  other  ways,  the  broker,  through  a  man¬ 
agement  department,  has  a  very  able  assistant. 
While  mailing  lists  are  sold  at  premium  all 
over  the  country,  the  broker  has  at  his  finger¬ 
tips  management’s  built-in  list  of  prospects 
whose  lives  are  ever  changing. 

The  value  of  “word  of  mouth”  advertising 
has  been  held  up  as  a  solid  means  of  promotion 
since  the  days  of  Paul  Revere.  We  are  con¬ 
stantly  reminded  of  the  millions  of  unattached 
women  who  compose  a  unique  market  for  the 
real  estate  business.  Many  are  tenants,  while 
countless  others  are  property  owners.  Surely, 
the  answer  to  a  maiden’s  or  widow’s  prayer  is 
the  confident,  progressive  manager  who 
shields  her  from  the  possible  unpleasantries  of 
direct  contact  with  owner  or  tenant.  Her  hours 
spent  around  the  bridge  table,  in  her  oflBce,  or 
in  church  or  civic  groups,  can  become  invalu¬ 
able  to  the  sales  department,  for  no  newspaper 
in  the  country  can  offer  better  circulation  than 
a  woman  who  is  happy  in  her  business  associa¬ 
tions. 

Indeed,  the  very  pursuit  of  business  for 
management  plays  directly  into  the  field  of 
sales.  Through  banks,  law  firms  and  other  con¬ 
cerns  which  offer  no  management  facilities  of 
their  own,  but  deal  extensively  in  trusts  and 
the  settlements  of  estates  and  properties, 
countless  opportunities  arise  both  for  manager 
and  sales  force  of  a  qualified  real  estate  firm. 

Offers  Constant  Income 

The  speculator  whose  large  investments 
leave  him  little  time  for  actual  administration 
wiU  discover,  through  a  good  manager,  an¬ 
other  asset  in  the  salesman  who  v.  ill  willingly 
help  him  in  his  quest  for  further  holdings.  Pub¬ 
lic  and  religious  institutions  which  have  been 
endowed  with  properties  offer  another  source 
of  compatibility  between  management  and 
sales.  The  boards  of  many  of  these  institutions 
are  composed  of  prominent  citizens  who,  if 


suitably  impressed  by  the  quality  of  good  man¬ 
agement,  offer  tremendous  pools  of  new  busi¬ 
ness  to  the  Realtor. 

Added  to  the  many  opportunities  for  dis¬ 
covering  new  clients  or  buyers  for  sales,  man¬ 
agement  provides  the  very  attractive  feature 
of  a  constant  income  in  a  fluctuating  market. 
Such  a  department,  local  conditions  being 
suitable,  can  certainly  cover  “overhead”  to  a  « 
considerable  extent.  j 

Management  can  provide  the  sales  depart-  , 
ment  with  property  to  sell.  For  example,  the  ' 
building  on  Maple  Street,  which  has  been  well- 
managed  for  over  15  years,  through  changing 
neighborhood  conditions  suddenly  becomes  ; 
an  economically  unsound  investment.  The  ] 
owner  is  aware  his  manager  is  familiar  with 
every  detail  of  the  property  ( income,  vacancy  - 
rate,  physical  condition,  etc.).  Who,  then,  is  | 
the  logical  person  to  become  sales  agent?  '] 

New  Plans  Wanted 

Furthermore,  imaginative  thinking  on  the  ^ 
part  of  management  can  greatly  enhance  the 
opportunity  for  sales.  If  the  manager  can  pro-  ^ 
vide  the  owner  with  new  ideas  and  plans  to  in¬ 
crease  the  value  of  his  property,  the  time  for  ^ 
opportune  selling  will  invariably  arise.  Thus  i 
an  older  section  of  buildings  might  be  reno¬ 
vated  into  an  active  business  center.  The 
owner,  delighted  with  the  foresight  which  has  ^ 
been  provided  him,  will  have  the  confidence  to  ^ 
proceed  into  further  dealings  with  the  real  es-  ^ 
tate  concern.  \ 

Decidedly  then,  a  spot  for  “togetherness”  in  ^ 
the  real  sense  of  the  word  exists  between  man¬ 
agement  and  sales.  Failure  to  coordinate  the 
two  is  comparable  to  ignoring  the  forest  for  the 
trees. 

As  the  key  surely  fits,  why  not  turn  it?  You 
may  unlock  the  dcor  to  exciting  new  sales  op¬ 
portunities! 


Scott  N.  Brown  is  president  of 
Real  Estate  Management,  Inc., 
Chattanooga,  Tenn. 
and  member  of  Governmental  \ 
Affairs  Committee  of 
Society  of  Industrial  Realtors 
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The  Manager’s  Leadership 
Role  in  City  Planning 

by  D.  H.  Yates,  cpm,  mai 


D.  H.  Yatas,  CPM  and  MAI, 
is  a  partner  in  Yates,  Wood  and 
McDonald,  Seattle,  Wash. 


Every  investor  in  income-producing  real 
estate  wishes  he  could  find  a  crystal  ball  to 
tell  him  the  future  of  his  property. 

Within  the  limits  of  its  neighborhood  en¬ 
vironment,  the  owner  can  control  the  prop¬ 
erty’s  destiny  to  a  large  extent  by  his  manage¬ 
ment  of  it.  But  to  what  degree  can  he  direct 
that  all-important  influence  on  income  and 
value— the  economic  trend  of  the  area  in  which 
the  property  is  located? 

Certain  properties  undergo  downgrading— 
seemingly  as  unavoidable  as  taxes— as  America 
continues  to  burst  its  population  seams  with 
movement  to  the  suburbs. 

Not  a  New  Problem 

This  problem  has  faced  “downtown  Amer¬ 
ica”  since  the  end  of  World  War  II,  with  mod¬ 
ern  suburban  shopping  centers  threatening  the 
economic  survival  of  downtown  properties. 


Property  managers  for  many  years  discussed 
this  growing  problem  with  owners,  but  not 
until  recent  years  has  the  situation  reached 
the  point  where  much  was  done  about  it.  The 
modern  concept,  however,  is  to  take  action  by 
organizing  groups  to  determine  what  can  be 
done  to  save  downtown  areas,  and  then  carry¬ 
ing  out  this  plan. 

In  such  activity,  the  property  manager 
should  assume  a  role  of  leadership,  joining 
with  professional  city  planners,  property  own¬ 
ers,  businessmen  and  city  officials  to  find  a 
solution  to  problems. 

Thus,  private  enterprise  can  join  hands  with 
local  government  for  a  highly-important  com¬ 
mon  purpose— up-grading  a  declining  area. 

Every  owner  of  property,  and  every  man¬ 
ager  of  property  in  this  area  should  take  an 
active  interest  in  achieving  this  goal. 

The  center  of  a  city  lacks  the  elbow  room  for 


Property  managers  cannot  be 
among  those  who  prefer  to 
sit  back  and  hope  George 
wilt  do  something  to  solve 
the  economic  problems  facing 
"downtown  America"  today. 
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Managers  should  assume  lead¬ 
ership  roles  in  Downtown 
Councils  or  similar  organiza¬ 
tions  formed  to  develop  pro¬ 
grams  to  holt  the  decline  in 
values  of  center  city  property. 


^ y. 


expansion  that  its  suburban  competition  en¬ 
joys.  Thus,  present  facilities  must  be  improved 
despite  the  space  limitations  placed  upon 
them.  Traffic  congestion  and  lack  of  parking 
space  create  headaches  for  which  cures  must 
l)e  found— creation  of  one-way  streets,  widen¬ 
ing  of  streets,  more  parking  lots  in  the  heart 
of  the  city,  and  so  forth. 

These  problems,  and  many  others,  vary  in 
importance  with  each  city.  The  formula  for 
their  solution,  however,  is  usually  quite  simi¬ 
lar.  Organizations— such  as  Downtown  Coun¬ 
cils— are  formed,  and  the  area  of  interest  is 
defined  geographically.  Then  a  plan  is  devel¬ 
oped,  a  definite  program  for  both  short  and 
long-range  application.  The  plan  must  be  ser¬ 
iously  implemented,  not  formulated  and  then 
filed  away  to  gather  dust. 

Property  managers  have  given  a  great  deal 
of  time  to  such  “Operation  Bootstrap”  projects 
in  many  cities  over  the  past  years.  Their  ex¬ 
perience  is  invaluable  in  mapping  out  and 
carrying  out  a  plan  of  action. 

Efforts  Do  Pay  Off 

Sometimes  a  manager’s  efforts  may  seem  to 
be  a  waste  of  time  because  a  program  fails  to 
get  off  the  ground  after  a  lot  of  hard  work  goes 
into  it.  But  the  mere  fact  that  a  plan  of  action 
has  been  made  or  is  being  worked  on  may 
encourage  private  improvements  and  new  in¬ 


vestments  in  the  area.  Your  efforts  will  pay 
off  in  some  form. 

You  must  be  cautious  not  to  create  a  mon¬ 
ster  that  can  get  out  of  control.  This  hazard 
exists  because  private  enterprise  alone  cannot 
carry  out  such  programs. 

Any  plan  must  look  to  government  for  ap¬ 
proval  and  partial  implementation.  The  dif¬ 
ficulty  and  excessive  expense  of  substantial 
land  assembly  by  private  capital— unassisted 
by  government— is  the  greatest  stumbling 
block  to  area  upgrading. 

Caution  Your  Watchword 

Caution  must  be  your  watchword  to  see  that 
private  enterprise  plays  the  major  role  in  the 
program,  and  that  reliance  on  local,  state  and 
federal  government  assistance  is  held  to  a 
minimum. 

Some  people  may  prefer  to  sit  back  and 
hope  George  will  do  something  to  solve  a 
problem.  Others  will  simply  ignore  a  problem 
—pretending  it  doesn’t  exist.  A  property  man¬ 
ager,  however,  cannot  be  in  either  of  these 
categories.  To  do  his  job  professionally  and 
properly,  he  must  do  everything  possible  to 
help  improve  the  neighborhood  in  which  the 
property  he  is  managing  is  located. 

Otherwise,  the  downtown  business  center 
in  his  city  may  drift  into  the  inescapable  dol¬ 
drums  of  economic  decay. 
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THROUGH  A  STANDARDS  SYSTEM 


Cutting  Cleaning  Costs 

hij  Morton  P.  Clurman 


Some  years  ago,  one  of  the  nation’s  leading 
meat  packing  companies  erected  a  large  office 
building  to  house  its  executive  and  adminis¬ 
trative  staflF.  The  building  was  a  showplace— 
air  conditioned,  modern  in  every  detail. 

The  company  had  an  outstanding  reputa¬ 
tion  for  efficiency  and  progressive  manage¬ 
ment  in  its  plant  operations.  So  the  firm 
decided  to  put  its  office  cleaning  on  the  same 
scientific  basis.  As  a  first  step,  a  staff  of  indus¬ 
trial  engineers— the  same  men  who  had  made 
the  packing  operation  a  model  for  the  industry 
-studied  the  cleaning  requirements  for  the 
new  building  for  several  months.  They  re¬ 
ported  that  34  men,  representing  an  annual 
labor  and  supplies  budget  of  $170,000,  would 
be  needed  to  keep  the  new  offices  as  clean  as 
they  should  be. 

The  company  was  impressed  with  the 
thoroughness  of  the  study.  Hundreds  of  time 
and  motion  studies  had  been  made.  Yards  of 
paper  had  been  covered  with  computations. 
It  was  all  very  “scientific.” 

Sanitation  Audit 

Before  proceeding  with  the  suggested  pro¬ 
gram,  however,  the  company  took  one  precau¬ 
tion.  It  called  in  a  consultant  firm  specializing 
in  industrial  cleaning  to  do  a  “sanitation  audit” 
as  a  check  on  the  work  of  the  company’s  indus¬ 
trial  engineers. 


Morton  P.  Clurman  is  founder  and  presi¬ 
dent  of  Sanitation  Systems,  Inc.,  a  con¬ 
sultant  firm  in  commercial  and  industrial 
sanitation,  in  Croton-on-Hudson,  N.  Y. 


The  “audit”  predicted  that  a  cleaning  pro¬ 
gram  based  on  a  system  of  standards  could 
maintain  the  new  building  at  a  high  level  of 
cleanliness  with  11  trained  men  at  a  total 
annual  cost  of  $80,000. 

The  company  was  astounded  and  skeptical, 
but  gave  the  green  light  for  the  program  out¬ 
lined  by  the  sanitation  audit.  As  predicted, 
the  building  is  now  kept  at  extremely  high 
cleanliness  levels,  with  11  men— and  modern 
methods,  tools  and  organization. 

How  could  the  plant’s  industrial  engineers 
have  been  so  wide  of  the  mark?  All  of  them 
had  long  experience  in  time  and  motion  stud¬ 
ies,  and  a  solid  background  of  accomplishment 
in  setting  up  one  of  the  most  efficient  indus¬ 
trial  operations  in  the  world. 

Standards  Needed 

The  answer,  of  course,  is  that  without  stand¬ 
ards,  time  and  motion  studies  are  almost 
useless.  How  much  area  should  a  cleaner 
damp-mop  in  an  hour?  What  kind  of  mop 
should  he  use?  What  wringer,  what  detergent, 
what  technique? 

The  industrial  engineers  didn’t  have  the 
faintest  idea.  Neither  did  anyone  else  in  the 
operation,  and  they  simply  time-and-motion 
studied  what  they  saw:  an  untrained  man, 
virtually  unsupervised,  using  the  wrong 
wringer,  the  wrong  mop,  the  wrong  detergent, 
and  an  archaic  technique. 

This  was  like  timing  a  lame  draft  horse 
pulling  a  loaded  wagon  uphill  to  determine 
how  fast  a  thoroughbred  should  run  a  mile  on 
a  good  track. 

The  same  was  true  of  frequencies.  Waste 
baskets  must  be  emptied  daily,  but  should  all 
vertical  surfaces  be  dusted  daily,  weekly,  or 
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monthly?  The  industrial  engineers  didn’t 
know  and  had  no  way  of  finding  out  with  the 
time  and  knowledge  available  to  them.  So  they 
simply  accepted  the  frequencies  they  found 
in  the  old  office  building,  which  w'as  not  even 
air  conditioned.  No  attempt  was  made  to 
measure  the  actual  soil  deposition  in  various 
areas  of  the  new  building,  and  to  tailor  the 
frequencies  and  methods  of  cleaning  to  this 
deposition. 

Varying  Combinations 

As  a  result,  the  schedules  proposed  by  them 
were  widely-varying  combinations  of  over  and 
under  cleaning.  Vertical  dusting  was  sched- 
ided  so  infrequently  that  it  would  have  been 
useless.  Wall  dusting  was  not  scheduled  at  all. 
Wet-mopping  was  scheduled  on  floors  that 
needed  only  dry  and  occasional  damp  mop¬ 
ping.  There  was  little  or  no  spot  cleaning  of 
walls,  much  too  infrequent  dusting  of  blinds, 
and  no  washing  of  wastebaskets. 

In  short,  if  these  schedules  had  been  put 
into  practice,  the  required  cleanliness  levels 
could  not  have  been  attained,  even  at  a  cost 
more  than  double  that  of  the  program  sub¬ 
sequently  adopted. 

What  did  this  program  do  that  the  engineers 
omitted? 


First,  the  complete  supervisory  structure 
was  revamped.  In  the  old  office  building, 
overlapping  job  responsibility  of  day  and  night 
foremen  often  confused  cleaners  and  left  many 
jobs  undone.  The  night  foreman  was  respon¬ 
sible  for  too  many  widely-dispersed  cleaners. 
Since  there  was  no  secondarv'  leadership,  such 
as  group  or  crew  leaders,  most  on-job  super¬ 
vision  was  only  nominal.  Inadequate  technical 
knowledge  and  frequent  worker  turnover 
further  handicapped  the  harassed  foreman. 
Reporting  procedures  were  vague,  inspections 
were  haphazard,  and  the  morale  of  both  work¬ 
ers  and  supervisors  was  low. 

Technical  Training 

To  remedy  these  deficiencies,  both  the  night 
foreman,  who  was  directly  in  charge  of  the 
office  cleaning,  and  the  sanitation  superin¬ 
tendent,  who  was  in  overall  charge  of  both 
plant  and  office  cleaning,  were  given  intensive 
technical  training  in  cleaning  methods.  This 
was  supplemented  by  training  as  job  instruc¬ 
tors  so  that  they,  in  turn,  could  effectively  pass 
on  their  knowledge  to  the  staff. 

To  assist  in  the  details  of  on-job  supervision, 
working  crew  leaders  were  appointed.  To 
control  quality,  a  system  of  daily  inspections 
was  set  up  using  a  detailed  check  list,  which 
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both  supervision  and  crew  leaders  were 
trained  to  use.  A  system  of  periodic  reports  to 
management  on  quality  and  costs  was  set  up, 
and  management  itself  was  instructed  in  the 
principles  of  a  standards  system  in  cleaning, 
so  that  its  demands  could  be  firm  but  fair. 

Sweeping  changes  were  made  also  in  everv 
other  aspect  of  the  program.  Tools  and  sup¬ 
plies  were  completely  revamped.  Floor 
brushes  and  small  dust  mops  for  smooth  office 
floors,  feather  dusters  and  damp  rags  for 
equipment  dusting,  and  cardboard  cartons  for 
picking  up  wastepaper  were  wasting  many 
manhours.  Heavy  alkaline  soaps  necessitated 
numerous  time-consuming  rinses.  Soft  waxes 
required  frequent  buffing  and  stripping.  Small 
mop  buckets  with  old-fashioned  roller- 
wringers  were  causing  needless  fatigue  and 
making  it  impossible  for  cleaners  to  do  a 
proper  job. 

Tested  Products 

These  tools  and  supplies  were  replaced  by 
up-to-date,  tested  products  designed  to  give 
maximum  results  with  minimum  man  hours 
and  fatigue.  Tools  and  supplies  represent  only 
5  per  cent  of  the  cleaning  budget,  while  labor 
accounts  for  95  per  cent.  Better  tools  quickly 
pay  for  their  higher  cost  many  times  over  by 
reducing  labor  costs. 

To  make  optimum  use  of  the  new  tools,  the 
cleaning  methods  were  completely  changed. 
New  and  progressive  methods— tested  in  hun¬ 
dreds  of  operations  and  designed  for  use  with 
the  new  tools— were  put  into  operation.  A  com¬ 
plete  set  of  these  methods,  20  in  all,  was  given 
to  the  foreman,  supervisor  and  each  crew 
leader.  Formal  training  of  the  cleaners  was 
initiated  by  the  consultants  and  followed  up, 
on  the  job,  by  foremen  and  crew  leaders. 

Emphasis  was  placed  on  techniques  that 
minimized  fatigue  and  maximized  productiv¬ 
ity.  It  was  pointed  out  to  the  staff  that  much 
energy  was  uselessly  expended  in  unnecessarv 
bending,  reaching,  backtracking,  and  so  forth. 
The  right  and  wrong  ways  were  demonstrated, 
and  the  advantages  of  the  right  way  were 
pointed  out  to  the  cleaner. 

In  setting  up  the  workload  for  the  new 


operation,  traditional  frequencies  were  ig¬ 
nored.  Instead,  realistic  frequencies,  tuned  to 
the  actual  soil  deposition  in  each  area  of  the 
new  building,  were  set  up.  The  result  was  the 
use  of  precious  man  hours  where  they  were 
most  needed,  not  where  the  whim  of  foreman 
or  supervisor  dictated.  It  meant  also  that  most 
operations  were  scheduled  well  in  advance  so 
that  both  foreman  and  supervisor  had  time  for 
long-range  planning. 

All  cleaning  duties— daily  and  periodic— 
were  spelled  out  for  each  cleaner  in  schedules 
that  listed  the  operation,  the  area,  and  the  time 
allotted  for  completion  of  each  operation. 

To  minimize  the  overall  soil  load,  a  cam¬ 
paign  of  preventive  sanitation  was  initiated. 
This  consisted  of  two  phases:  sanitation  engi¬ 
neering  and  personnel  participation.  Under 
sanitation  engineering  were  included  recom¬ 
mendations  for  reducing  the  soil  load  and 
speeding  the  cleaning  operation  through  the 
use  of  the  proper  furnishings,  fixtures,  and 
minor  architectural  changes.  Recommenda¬ 
tions  covered  such  items  as  washable  paints, 
stain  resistant  desk  tops,  easily  cleaned  waste¬ 
baskets  and  ashtrays,  scuff  and  soil-hiding 
floor  tile,  dust  resistant  Venetian  blinds,  soil 
removing  mats  and  carpeting  in  lobby  and 
elevator  areas,  and  wall-hung  lavatory  fixtures. 

Campaign  Conducted 

To  stimulate  employee  cooperation  with  the 
new  program,  a  campaign  to  foster  sanitation 
consciousness  was  spearheaded  by  the  per¬ 
sonnel  department.  Carried  on  by  means  of 
meetings,  letters,  booklets,  and  continuous 
liaison  with  department  heads,  it  encouraged 
employees  to  clear  their  desks  at  the  end  of 
the  day  before  leaving;  to  fold  carbon  paper 
with  the  carbon  inside  and  wrapped  in  plain 
paper  before  discarding;  to  keep  coflfee  and 
soft  drink  spillage  to  a  minimum;  to  keep  car¬ 
bon-stained  fingers  and  oil-stained  hair  off 
walls;  to  be  careful  with  cigarette  ashes;  and 
to  use  reasonable  care  in  the  use  of  paper 
towels,  soap  and  lipstick  in  the  lavatories. 

The  results  of  this  comprehensive  approach 
to  cleaning  were:  major  savings  while  main¬ 
taining  the  highest  levels  of  cleanliness. 
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A  corporate  trustee  looks  to  the  property  manager  for 
advice  and  counsel  for  improving  the  operation 
of  properties  held  by  the  trustee. 


RK  UNDER  TRIAL 

Property  Manager 
and 

Corporate  Trustee 

by  H.  W.  De  Gooyer 


H.  W.  De  Gooyer 
is  assistant  trust  officer  of 
the  Colorado  National  Bank, 
Denver. 


THE  TREMENDOUS  increase  in  the  use  of  the  trust  device  in 
recent  years  has  resulted  in  a  broad  and  rapidly-increasing  market 
for  the  services  of  the  professional  property  manager.  ^ 

A  corporate  fiduciary— usually  the  trust  department  of  a  bank— 
normally  is  not  fully  equipped  to  handle  all  of  the  problems  incidental 
to  all  types  of  real  property.  The  degree  to  which  they  are  equipped 
varies,  of  course,  with  the  size  of  the  institution  and  the  extent  of 
the  properties  they  hold  in  trust. 

Very  few  such  institutions  are  adequately  staffed  to  perform  all 
of  the  functions  of  the  professional  property  manager.  The  functions 
of  a  trustee  are  different  from  those  of  a  property  manager,  and  most 
corporate  fiduciaries  are  eager  for  the  help  that  a  property  manager 
can  render. 

More  Complex  Today 

Years  ago,  the  owner  of  income-producing  real  property  tried  to  ■ 
manage  his  properties  himself,  considering  such  management  as  one  f 
of  the  necessary  evils  of  that  type  of  investment.  If  his  holdings  were  | 
extensive,  he  would  employ  the  services  of  a  property  manager  ■ 
primarily  to  relieve  himself  of  the  burden  of  screening  tenants  and  ( 
collecting  rents.  The  owner  was  pleasantly  surprised  to  find  that 
professional  management  provided  many  more  services  than  he  had 
anticipated.  The  property  manager  had  the  task  of  supplying  the 
owner  with  whatever  advice  or  information  he  might  request. 

However,  our  business  structure  today  is  much  more  complex.  The 
owner  now  may  consult  his  attorney,  accountant  or  banker  and  find 
that  because  of  a  change  in  his  tax  structure,  or  other  reasons,  it  is  to 
his  advantage  to  create  a  trust. 

The  trust  instrument  may  take  many  forms.  It  may  be  either  an  ► 
inter  vivos  trust,  taking  effect  while  the  trustor  is  still  living,  or  it  , 
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may  be  a  testamentary  trust,  taking  effect  after 
his  death.  In  either  case,  legal  title  to  the  prop¬ 
erty  is  conveyed  to  the  trustee,  usually  a  cor¬ 
porate  fiduciary,  and  the  responsibility  for  the 
properties  then  becomes  solely  that  of  the 
trustee. 

Problems  More  Extensive 

The  management  of  real  property  for  cor¬ 
porate  fiduciaries  differs  in  many  respects  from 
the  management  of  the  same  properties  for 
an  individual  owner.  The  problems  of  the 
trustee  are  much  more  extensive  than  those  of 
the  individual  owner.  I  will  briefly  cover  only 
a  few  of  the  major  differences. 

The  trust  instrument  may  contain  provisions 
directly  or  indirectly  limiting  the  trustee’s 
freedom  of  action  with  respect  to  real  prop¬ 
erty.  On  the  other  hand,  under  some  trust 
agreements  the  trustee  would  appear  to  be 
authorized  to  roll  the  dice  with  the  tenants  for 
double  or  nothing  on  rent  day. 

Obviously,  then,  when  a  professional  prop¬ 
erty  manager  is  employed  by  a  trustee,  the 
proper  scope  of  any  authority  which  can  be 
delegated  to  the  manager  will  be  broad  or 
restricted  depending  on  the  terms  of  the  trust. 
As  a  consequence  the  property  manager  must 
maintain  a  closer  liaison  with  his  principal 
than  would  normally  be  necessary  with  a  non¬ 
fiduciary  owner. 

A  Delicate  Problem 

There  is  a  separation  of  legal  title  and  equi¬ 
table  ownership  whenever  property  is  con¬ 
veyed  to  a  trustee.  The  legal  title  vests  in  the 
trustee,  while  the  equitable,  or  beneficial, 
ownership  may  remain  in  the  trustor  or  pass 
to  any  person  or  persons  designated  by  him. 
Normally,  the  equitable  title  passes  to  more 
than  one  individual,  and  the  eflFect  of  this  divi¬ 
sion  of  interests  creates  one  of  the  major 
problems  of  the  trustee,  who  has  the  often- 
delicate  duty  of  acting  with  fairness  to  all 
persons  in  interest. 

Frequently  there  are,  or  will  be,  more  than 
one  beneficiary  entitled  to  the  income  from 
the  trust.  Such  income  beneficiaries  may  be  in 
widely-differing  financial  circumstances,  and 
a  decision  concerning  sale  or  leasing  may  be 


beneficial  to  one  but  detrimental  to  another. 

Another  of  the  many  situations  of  conflict¬ 
ing  interests  of  income  beneficiaries  in  the 
handling  of  the  trust  occurs  when  a  fixed  dollar 
amount  of  income  is  payable  to  one  and  the 
balance  of  net  income  to  others.  Where  income 
is  distributable  to  one  individual  for  life  and 
the  corpus  of  the  trust  to  other  named  bene¬ 
ficiaries  on  his  death,  another  common  case  of 
opposing  interests  of  beneficial  owner  exists. 

Influencing  Factors 

The  trustee  has  the  continuing  task  of  re¬ 
conciling  these  inherently  conflicting  interests. 
This  consideration  will  affect  the  trust’s  think¬ 
ing  on  such  matters  as  repair  and  improvement 
of  premises.  The  above  are  onl^  a  few  of  the 
factors  which  may  force  a  trustee  to  make  a 
decision  entirely  different  from  one  which  may 
be  made  by  the  owner  under  other  circum¬ 
stances. 

Another  distinction  of  importance  in  the 
handling  of  trust  properties  is  the  method  of 
policy  and  decision  making  which  is  employed 
by  corporate  fiduciaries. 

Although  recurring  items  and  routine  prob¬ 
lems  are  ordinarily  delegated  to  the  adminis¬ 
trator  in  charge  of  the  particular  account  or 
to  a  department  established  to  handle  such 
problems,  most  corporate  trustees  require  that 
policies  and  major  decisions  with  respect  to 
real  property  management  be  declared  by  a 
committee  of  the  institution.  Where  there  is  a 
co-trustee,  his  concurrence  is  normally  re¬ 
quired. 

Full  Consideration 

The  delays  involved  in  the  decision-making 
procedures  of  the  corporate  trustee  may  be  a 
source  of  annoyance  to  the  property  manager. 
Such  methods  are,  however,  completely  justi- 


".  .  .  under  some  trust  agreements  the  trustee  would  appear 
to  be  authorized  to  roll  the  dice  with  the  tenants  for  double 
or  nothing  on  rent  day." 
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fied  when  it  is  remembered  that  the  real  estate 
involved  is  usually  only  a  fractional  part  of 
the  entire  trust  account,  and  that  other  factors 
pertaining  to  the  over-all  investment  portfolio 
or  to  beneficiaries’  requirements  must  be  given 
full  consideration  before  a  proper  decision  can 
l>e  made.  The  point  here  is  to  caution  the  prop¬ 
erty  manager  to  be  sure  he  had  the  go-ahead 
on  any  significant  action,  rather  than  surmis¬ 
ing  that  authority  has  been  given  from  casual 
comments  by  a  representive  of  the  institution. 

From  the  foregoing  statements  it  can  be 
seen  that  in  many  respects  the  trustee  is  in  a 
position  similar  to  that  of  a  property  manager. 
The  trustee,  even  though  he  literally  owns  the 
properties  involved,  is  at  all  times  accountable 
for  every  expenditure  to  somone,  whether  it 
be  the  trustor,  other  beneficiaries,  or  the  courts. 

The  trustee  is  also  fully  responsible  in  all 
respects  for  the  maintenance  and  continued 
productivity  of  the  property,  and  in  the  event 
of  a  serious  error,  the  trustee  may  be  liable  for 
resultant  losses.  It  is  this  potential  liability 
that  causes  the  trustee  to  hesitate  in  delegat¬ 
ing  authority  to  others. 

Services  Expected 

In  order  that  the  trustee  may  justify  the 
need  and  expense  of  professional  property 
management,  he  must  be  fully  convinced  that 
the  property  manager  can  and  will  perform  the 
management  function  more  efficiently  and 
more  profitably  then  he  can. 

The  property  manager  must  not  overlook 
the  fact  that  management  is  based  on  the  law 
of  agency.  This  means  that  the  property  man¬ 
ager,  as  agent,  acts  on  behalf  of,  and  repre¬ 
sents,  the  principal— the  owner  or  trustee.  The 
principal  sets  the  scope  of  his  agent’s  activities. 

The  corporate  fiduciary  usually  holds  many 
—sometimes  hundreds— of  properties  of  var¬ 
ious  types  and  is  consequently  required  to 
make  every  effort  to  keep  abreast  of  current 
trends,  markets,  and  potential  uses  of  the  prop¬ 
erties  under  its  control.  In  so  doing,  the  trustee, 
just  as  any  individual  owner,  develops  theories 
and  ideas  of  his  own.  Some  of  these  ideas  may 
be  erroneous.  If  so,  the  property  manager 
should  make  very  effort  to  point  out  the  mis¬ 
take  to  the  trustee. 
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When  corporate  fiduciaries  control  manv 
properties,  it  may  be  physically  impossible  for 
their  staffs  to  make  the  many  inspections  nec¬ 
essary  to  insure  proper  maintenance.  The  trus¬ 
tee,  just  as  any  owner,  expects  any  repairs  or 
maintenance  problems  to  be  reported. 

Accuracy  is  the  most  important  aspect  of 
statements  rendered  to  the  corporate  trustee. 
An  error  may  be  amplified  and  carried  on 
through  the  trustee’s  remittances  and  state¬ 
ments  to  its  beneficiaries  for  embarrassingly 
long  periods  of  time.  Errors  by  its  agent  may 
result  in  liability  on  the  part  of  the  trustee. 

The  trustee  is  obligated  to  distribute  all  in¬ 
come  received  to  the  designated  beneficiaries 
of  the  particular  trust.  These  remittances  are 
usually  made  on  a  monthly  basis.  In  order  that 
the  trustee  may  make  the  remittance  promptly, 
it  is  necessary  that  the  statement  be  received 
from  the  manager  at  approximately  the  same 
time  each  month. 

Advice  and  Counsel 

A  trustee  employing  a  professional  property 
manager  is  not  only  paying  the  manager’s  fee 
for  rent  collections  and  maintenance  of  prop¬ 
erty  but  is  also  buying  advice  and  counsel. 
This  advice  can  and  should  take  many  forms. 

The  property  manager  sliould  remember 
that  the  corporate  trustee  is  not  a  property 
manager.  He  therefore  needs  all  the  help  and 
assistance  that  a  property  manager  can  give 
him.  As  previously  pointed  out,  the  trustee  will 
undoubtedly  have  his  own  ideas  as  to  property 
values,  rentals,  trends,  and  maintenance  costs, 
but  it  is  necessary  that  the  property  manager 
keep  the  trustee  adequately  posted  on  any 
changes  which  may  affect  the  properties  under 
his  management. 

The  trustee  should  also  immediately  be 
notified  of  any  vacancy  or  delinquency  so  that 
he  may  plan  his  distributions  to  the  benefici¬ 
aries  accordingly.  The  corporate  trustee  also 
expects  the  property  manager  to  periodically 
analyze  the  rental  schedules  and  recommend 
whatever  changes  he  may  deem  appropriate. 

There  is  an  important  service  to  be  rendered 
to  the  public  in  these  situations,  which  can 
only  be  fulfilled  by  effective  teamwork  by  the 
corporate  fiduciary  and  the  propertv  manager. 
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by  H.  B.  Weinhold,  cpm 


I 

A  CPM  IS  A  PROFESSIONAL 

BECAUSE: 


H.  B.  Weinhold  heads 

his  own  management  firm  in 

Los  Angeles,  Calif. 


IMAGINE  for  a  moment  that  someone  has  just  popped  this  question 
to  you:  “What  makes  you  think  you  are  a  professional?” 

Stop,  Right  here.  Before  reading  on,  recite  as  many  reasons  as  you 
can  to  yourself.  Fire  back  at  your  imaginary  interrogator— a  fellow 
who  is  not  quite  convinced  that  your  services  as  a  Certified  Property 
Manager  are  essential  for  owners  of  income-producing  property  to 
receive  a  proper  return  on  their  investments  in  the  face  of  constantly 
mounting  operating  costs,  taxes,  and  competition  for  the  rental  dollar. 

Be  ready  to  explain  to  anyone  who  wants  to  know  why  you  are  a 
professional  in  your  field,  why  you  take  pride  in  the  fact  that  you  are 
entitled  to  add  the  designation  “CPM”  to  your  name. 

You  may  have  thought  of  a  number  of  other  reasons  why  you  think 
you  are  a  professional,  but  here  in  brief  is  my  list,  which  I  think  would 
convince  the  most  dubious  person  that  a  CPM’s  broad  knowledge  of 
the  management  field  enables  him  to  render  professional  service: 

1.  A  CPM  understands  the  highly-competitive  rental  market  and  knows 
how  to  analyze  it  quickly. 

2.  A  CPM  knows  how  to  maintain  good  tenant  relations,  making  a  tenant 
glad  he  has  an  office,  store,  or  apartment  in  the  CPM’s  building. 

3.  A  CPM  understands  construction  and  maintenance  procedures,  taxes, 
insurance,  office  planning,  layout,  and  design. 

4.  A  CPM,  through  membership  in  the  Institute  of  Real  Estate  Manage¬ 
ment  and  attendance  at  its  various  courses,  keeps  up-to-minute  on  the 
latest  management  techniques. 

5.  A  CPM  has  knowledge  of  heating,  lighting,  decorating,  and  all  aspects 
of  maintenance,  including  how  to  hire  and  train  maintenance  em¬ 
ployees. 

6.  A  CPM  is  proficient  in  accounting— in  charge  of  keeping  complete  rec¬ 
ords  for  properties  under  his  management. 

7.  A  CPM  is  a  cost  expert  who  buys  services,  advises  on  remodeling,  and 
suggests  ways  to  increase  profits. 

8.  A  CPM  has  a  working  knowledge  of  advertising,  knowing  how  to 
maintain  a  high  level  of  occupancy  at  proper  rental  rates. 

9.  A  CPM  offers  invaluable  advice  to  architects  and  builders  which  will 
help  insure  that  a  planned  property  will  be  easy  to  rent  and  economical 
to  maintain. 

10.  A  CPM  measures  up  to  the  rigid  requirements  of  the  Institute  of 
Real  Estate  Management  as  to  experience,  training,  knowledge,  and 
skills. 
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A  Brief  Guide 


for  Caretakers 

by  Clijford  E.  Aikin,  cpm 


As  CARETAKER  OF  an  apartment  building,  you 
are  the  representative  of  the  management 
company  and  the  owner.  Because  of  your  close 
association  with  tenants,  you  are  in  a  position 
to  create  good  will  or  help  cause  tenants  to 
develop  disagreeable  attitudes. 

You  must  have  a  great  deal  of  tact  and  pa¬ 
tience,  and  a  knack  of  getting  along  with 
people.  It  is  no  easy  assignment  learning  to 
adjust  to  the  various  dispositions  and  tempera¬ 
ments  of  tenants,  but  a  caretaker  must  do  so 
to  be  successful. 

To  help  promote  good  will  and  make  ten¬ 
ants  happy,  there  is  nothing  more  valuable  to 
you  than  the  ability  to  smile.  A  pleasing  per¬ 
sonality  is  essential. 

You  must  be  gracious,  understanding  and 
helpful  when  a  tenant  calls  with  a  complaint 
or  a  request  for  a  job  to  be  done.  You  must  be 
diplomatic  in  your  manner  of  calling  a  ten¬ 
ant’s  attention  to  an  infraction  of  building 
rules. 

Complaints  which  affect  the  general  com¬ 
fort  of  others  should  be  called  to  the  guilty 
tenant’s  attention  immediately.  If  the  tenant 
continues  to  break  rules,  report  the  violation 
to  the  building’s  propertv  manager,  who  will 
take  appropriate  action. 

When  a  violation  is  serious  and  requires 
immediate  action,  telephone  the  tenant  at 
once.  If  it  continues,  go  to  the  apartment  and 
talk  to  the  tenant.  Telephone  the  tenant  again 
if  complaints  persist.  In  extreme  cases— when 
all  else  fails— call  the  police. 

Promptness  is  required  in  answering  all 
complaints,  whether  they  are  about  noisv 
neighbors  or  a  leakv  faucet.  No  defect  should 
go  uncorrected.  When  you  are  unable  to  make 
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a  repair,  the  problem  should  be  reported  im¬ 
mediately  to  the  property  manager. 

A  caretaker  should  not  enter  an  apartment 
when  the  tenant  is  not  at  home  unless  it  is  an 
emergency.  Always  obtain  a  tenant’s  permis¬ 
sion  to  enter  the  apartment,  and  when  you 
must  enter  in  an  emergency,  advise  the  tenant 
later  of  your  reason  for  doing  so. 

You  must  maintain  the  building  inside  and 
out  at  all  times.  Your  housekeeping  should  be 
a  model  for  all  tenants  to  follow— clean  hall¬ 
ways,  entrances,  laundry  rooms,  boiler  rooms, 
and  the  like. 

It  is  impossible  to  cover  every  aspect  of  a 
caretaker’s  duties  and  responsibilities  because 
of  the  different  characteristics  of  each  build¬ 
ing.  But  this  brief  guide  offers  some  general 
rules  for  caretakers  to  follow  in  the  operation 
of  a  building: 


The  ability  to  smile  and  a  knack  of  getting  along  with 
people  are  two  of  the  most  essential  attributes  of  a  good 
caretaker. 
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A  Check  List 


•  Sweep  main  vestibule  and  front  porches  daily, 
and  remove  all  debris. 

•  At  least  twice  a  week  mop  all  public  spaces,  in¬ 
cluding  halls,  vestibule  and  stairs;  vacuum  all 
carpeted  floors  and  stairs,  and  clean  all  wood¬ 
work  of  halls  and  stairs.  This  should  be  done 
more  often  during  inclement  weather. 

•  Clean  all  window  glass  in  doors  and  windows  of 
public  spaces  at  least  twice  a  week. 

•  Clean  the  laundry  room  floors  daily. 

•  Mow  grass  once  a  week  and  water  in  accord¬ 
ance  with  weather  conditions.  Rake  and  burn 
leaves  in  fall.  Trim  shrubbery  and  hedges  reg¬ 
ularly. 

•  Burn  contents  of  incinerators  daily. 

•  Polish  all  exterior  and  interior  door  hardware 
and  mail  boxes  once  a  week. 

•  Polish  all  fire  extinguishers  at  least  once  a 
month.  See  that  they  are  recharged  by  the  fire 
extinguisher  service  company  once  a  year. 

•  See  that  fire  doors  are  kept  closed  at  all  times  in 
accordance  with  fire  department  regulations. 

•  Turn  lights  in  public  areas  on  and  off  at  appro¬ 
priate  times  if  building  is  not  equipped  with  a 
time  clock  regulating  lights. 

•  Collect  rent  from  tenants  on  the  due  date  if  it 
is  the  policy  of  the  management  firm  for  the 
caretaker  to  do  so. 

•  Establish  a  schedule  for  use  of  the  laundry 
room.  No  washing  should  be  allowed  before 
8  a.m.  or  after  10  p.m. 

•  A  key  board  should  be  established  to  hold  all 
duplicate  keys  and  pass  keys. 

•  Replace  any  burned  out  light  bulbs  immedi¬ 
ately,  and  see  that  unnecessary  electric  current 
is  not  used.  Many  older  buildings  do  not  have 
adequate  service  to  handle  the  increasing  num¬ 
ber  of  electrical  appliances  being  used.  Circuits 
must  not  be  overloaded.  Fuses  larger  than  15 
amp.  should  not  be  used.  Your  wife  should 
know  where  fuses  are  located  and  how  to  re¬ 
place  them. 

•  Make  minor  plumbing  repairs,  including  re¬ 
placement  of  faucet  washers,  clearing  of  drains, 
and  the  like.  If  repairs  that  you  cannot  take  care 
of  are  necessary,  report  them  to  the  property 
manager  as  soon  as  possible.  A  full-time  care¬ 
taker  should  be  able  to  make  minor  carpenter 
repairs,  electrical  repairs,  and  do  small  painting 
jobs, 

•  When  vacancies  occur,  sweep  the  apartment 
and  remove  all  debris;  wash  floors,  windows. 


Clifford  E.  Aikin  hoodi  the  prop¬ 
erty  management  department  of 
Homer  Warren  and  Company, 
Detroit. 


cupboards,  tile,  fixtures  in  the  bathroom  and 
kitchen,  Venetian  blinds,  and  light  fixtures. 
Clean  the  stove  and  refrigerator.  Report  any 
conditions  requiring  special  attention  to  the 
property  manager, 

•  Show  vacant  apartments  to  prospective  tenants 
and  do  whatever  possibh;  to  encourage  their 
rental.  High  operating  costs  make  it  of  prime 
importance  to  keep  buildings  100  per  cent 
rented.  When  a  moving  notice  is  received,  make 
every  effort  to  rent  the  premises  prior  to  the 
tenant  vacating, 

•  Maintain  an  up-to-date  property  record  of  all 
refrigerators,  ranges  and  other  equipment  in 
apartments.  If  any  equipment  is  replaced  or 
moved  from  one  apartment  to  another,  the  in¬ 
ventory  should  be  changed.  If  the  building  con¬ 
tains  furnished  apartments,  keep  an  inventory 
of  all  furniture,  and  make  changes  as  they  oc¬ 
cur. 

•  Check  amount  of  coal  delivered  prior  to  signing 
for  it.  Do  not  allow  coal  supply  to  become  low, 
because  delivery  may  be  delayed  in  bad 
weather. 

•  Maintain  a  register  for  all  servicemen,  plumb¬ 
ers,  electricians  and  carpenters,  showing  time 
consumed  for  any  repair  work. 

•  Request  permission  to  inspect  apartments  pe¬ 
riodically  to  check  for  leaking  faucets,  and  the 
like. 

•  Remove  and  properly  tag  window  screens  in  the 
fall.  Replace  in  the  spring.  Make  necessary  re¬ 
pairs  and  do  painting  during  the  winter. 

•  Notify  the  property  manager  promptly  of  any 
cleaning  supplies  or  repair  parts  you  need.  If 
you  run  short  of  any  material,  purchase  a  small 
amount  of  it.  You  will  be  reimbursed, 

•  Report  instances  of  vermin  in  the  building  to  the 
property  manager. 

•  Periodically  inspect  the  roof,  gutters  and  con¬ 
ductors,  and  report  any  flaws. 

•  Report  any  accidents  in  or  around  the  building 
incurred  by  tenants  or  guests.  Secure  the  name 
of  the  injured  person,  or  the  name  of  the  person 
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suffering  property  damage  loss.  If  the  injured 
person  was  attended  by  a  physician  or  taken  to 
a  hospital,  obtain  the  name  of  the  physician 
and  the  hospital.  Ascertain,  if  possible,  the  ex¬ 
tent  of  injuries  sustained. 

•  Wash  fingerprints  and  markings  from  hall  and 
stairway  walls  each  week. 

•  In  case  of  trouble  with  gas  equipment,  call  the 
gas  company  service  department  immediately. 

Some  Maintenance  Tips 

Here  are  some  tips  for  general  maintenance 

of  the  heating  and  hot  water  system: 

•  Maintain  adequate  fuel  level  in  the  heating 
boiler,  consistent  with  the  demands  of  outside 
temperature,  to  provide  sufficient  steam  pres¬ 
sure  to  properly  heat  all  parts  of  the  building. 

•  If  the  hot  water  supply  of  the  building  is  fur¬ 
nished  from  the  heating  boiler,  maintain  suf¬ 
ficient  fuel  level  to  provide  adequate  hot  water. 
If  hot  water  is  provided  from  a  separate  coal¬ 
burning  heater,  keep  it  properly  fired  at  all 


times.  If  water  is  heated  by  an  automatic  water 
heater,  see  that  the  thermostat  is  set  correctly— 
never  more  than  140  degrees.  If  the  water 
heater  is  coil  type,  clean  the  coils  with  a  heavy 
brush  at  least  once  a  month. 

•  If  the  boiler  is  equipped  with  a  stoker,  have  it 
inspected  during  the  summer  by  a  dependable 
stoker  service  company. 

•  Clean  the  boiler  flues  at  least  once  a  week.  If 
equipped  with  a  low  water  cutout  or  automatic 
feeder,  this  should  be  checked  weekly  to  see  if 
it  is  in  proper  operation.  The  water  should  be 
drained  at  least  once  a  week. 

•  Sweep  and  clean  boiler  room  daily.  Remove 
ashes  and  clinkers  from  the  building  daily. 

•  Acquaint  yourself  with  all  hot  and  cold  water 
shut-offs  in  a  building  so  you  can  stop  the  sup¬ 
ply  immediately  in  case  of  leaks. 

Property  managers  may  wish  to  add  some 
rules  of  their  own  to  these  and  prepare  a  com¬ 
plete  standard  operating  procedure  for  their 
caretakers. 
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.  .  .  one  of  the  pins  stuck  solidly! 


Case  of 

the  Missing 
Balsam  Tree 

A  Leaf  from  an  Engineer’s 

Notebook 

hy  William  H.  Adams 


The  northehn  part  of  Michigan’s  Lower  Pen¬ 
insula  is  generally  forested;  along  streams  and 
around  the  many  lakes  there  was  originally  a 
great  stand  of  white  pine.  Elsewhere  the  for¬ 
ests  were  of  scrub  pine  and  miscellaneous  hard 
woods.  For  the  most  part  the  thin  sandy  lands 
are  still  nominally  “forests.” 

After  the  pine  was  logged  off,  many  millions 
of  acres  of  these  lands  reverted  to  the  state. 
There  are  also  extensive  federal  lands  in  this 
area.  All  these  lands  were  surveyed  100  years 
ago  on  the  checkerboard  plan,  with  many  in¬ 
terruptions  where  section  lines  encountered 
the  lakes  that  dot  the  state  in  this  area. 

With  the  coming  of  hard  surfaced  roads  and 
fast  motor  cars,  these  lake  lands  became  desir¬ 
able  for  summer  cottages  and  lodges  for  group 
activities  for  people  who  live  in  the  more  pop¬ 
ulous  areas  farther  south.  Some  lands  adjacent 
to  lakes  were  subdivided  for  that  purpose.  One 
such  area  lies  on  the  west  side  of  Higgins  Lake, 
in  Roscommon  County,  about  100  miles  south 
of  the  new  Mackinac  Bridge  to  Michigan’s 
Northern  Peninsula. 

Boundary  Survey 

The  owner  of  lakeside  lands  south  and  east 
of  Higgins  Lake  had  an  uneasy  feeling  that  the 
property  being  sub-divided  adjacent  to  his 
lands  overlapped  his  holdings,  and  ordered  a 
survey  of  the  western  boundary  of  his  prop¬ 
erty.  All  his  land  was  densely  wooded,  but  the 
area  being  subdivided  had  been  partially 


cleared  and  a  number  of  cottages  had  been 
built  facing  the  lake. 

The  survey  party  comprised  the  surveyor,  a 
couple  of  Boy  Scouts  for  rodmen,  and  the 
writer,  a  “supercargo”  who  went  along  for  the 
ride  and  agreed  to  act  as  cook. 

The  description  of  the  property  was  lacking 
in  detail.  Its  southern  boundary  was  a  quarter 
section  line  and  was  a  road  of  sorts,  probably 
first  used  in  the  lumbering  operations.  The 
road  turned  south  at  a  right  angle  at  the  quar¬ 
ter-section  point  and  at  this  point  the  descrip¬ 
tion  called  for  a  monument,  witnessed  by  two 
large  trees,  both  of  which  had  long  before 
been  cut  down.  However,  their  stumps  re¬ 
mained  with  enough  wood  to  establish  their 
identity,  and  from  these  we  found  a  buried 
boulder,  marked  with  a  cross— a  usual  monu¬ 
ment  where  boulders  can  be  found  for  the 
purpose. 

From  this  road  intersection  a  narrow  road 
had  been  slashed  through  the  woods  due  north 
to  the  shore  of  the  lake,  about  500  feet  away, 
and  at  this  point  an  iron  pin  was  found.  It  was 
quite  evidently  a  recent  monument,  intended 
to  mark  the  easterly  edge  of  the  subdivided 
lands.  However,  the  owner’s  description  of  our 
project  called  for  a  distance  of  about  9(X)  feet 
to  high  water  on  the  lake  shore. 

Consult  Old  Records 

The  surveyor  concluded  that  our  descrip¬ 
tion  would  have  to  be  verified,  and  he  drove  to 
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the  county  seat  to  consult  old  records,  if  any 
could  be  found.  He  came  back  with  a  copy  of 
the  original  survey  at  this  comer.  This  showed 
that  the  westerly  line  of  our  project  was  not  a 
north  and  south  line,  but  angled  off  at  North 
about  30  degrees  West. 

Setting  up  on  the  monument  we  had  found 
we  faced  a  dense  woods  full  of  blackberry 
bushes  and  general  underbrush.  We  slashed 
our  way  in,  spreading  out  more  or  less  to  allow 
some  latitude  for  the  Jacob  StaflF  type  of  instru¬ 
ment  possibly  used  when  the  first  survey  was 
made.  A  few  hundred  feet  along  this  line  we 
began  to  find  remains  of  an  ancient  fence.  It  is 
a  diflBcult  thing  to  completely  destroy  an  old 
fence. 

Our  first  find  was  the  rotted  stump  of  a  fence 
post,  but  even  if  the  post  had  been  pulled  out, 
the  hole  would  betray  it  with  the  color  of  earth 
fill  different  from  that  of  surrounding  soil.  Far¬ 
ther  in  we  found  other  stumps  and  some  indi¬ 
cations  that  trees  had  been  used  at  times  in¬ 
stead  of  set  posts. 

Pass  Through  Houses 

Bringing  up  the  transit,  and  projecting  the 
line  ahead,  we  found  that  it  passed  directly 
through  the  first  four  houses  of  the  subdivi¬ 
sion.  A  calculation  showed  that  the  line,  if  ex¬ 
tended  to  the  highwater  line  of  the  lake,  would 
be  about  the  length  given  in  our  original  de¬ 
scription.  The  monument  at  the  lake  side  was 
said  to  be  witnessed  by  a  balsam  tree,  but  the 
entire  shore  back  to  about  the  front  line  of  the 


cottages  was  clear  of  trees,  a  smooth  sand\ 
beach. 

We  offset  our  lines  to  clear  the  houses  and 
the  surveyor  determined  about  where  the 
monument  should  have  been.  He  then  went 
back  to  clearing  the  line  where  the  old  fence 
remains  had  been  found.  As  supercargo,  the 
writer  had  no  duties  at  the  time  and  was  per¬ 
mitted  to  hold  a  cluster  of  surveyor’s  steel  pins 
until  they  might  be  needed.  He  occupied  him¬ 
self  by  throwing  the  pins  down  in  such  a  way 
as  to  make  them  stand  upright  in  the  ground. 

After  a  half  hour  or  so  of  this  amusement, 
one  of  the  pins  stuck  solidly  in  some  under¬ 
ground  obstacle  and  the  surveyor  was  called  to 
investigate.  A  minute  of  shovel  work  disclosed 
a  large  root  and  following  this  we  came  to  a 
big  stump,  cleverly  and  smoothly  cut  off  about 
six  inches  below  the  final  grade  of  the  sand. 
Both  stump  and  root  were  live  wood  and  were 
easily  identified  as  balsam  which  has  an  aro¬ 
matic  and  commonly  resinous  substance. 

A  man  had  been  lurking  in  the  woods  back 
of  the  houses,  watching  the  survey  party. 
When  he  saw  that  the  balsam  had  been  found, 
he  got  into  a  car  and  made  tracks  toward  the 
south.  With  the  balsam  tree  found,  and  the 
fact  that  the  true  monument  was  at  the  high 
water  line  of  the  lake,  the  monument  was 
quickly  found  and  the  closure  effected. 

Warranty  deeds  had  been  given  to  all  the 
cottage  purchasers  and  the  subdivider  had  to 
make  these  good.  This  he  did  by  buying  the 
necessary  land  from  our  client. 
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Products  and  Methods 


IMPORTANCE  OF  ROOF  INSULATION 


Our  firm  has  had  three  recent  experiences  which 
underline  the  importance  of  roof  insulation  as  a 
fuel  saver  in  winter  and  heat  bouncer  in  hot 
weather. 

To  cut  heating  costs  this  winter  and  reduce 
complaints  from  chilly  tenants,  a  check  of  roof 
insulation  in  properties  you  manage  should  be  on 
your  “must”  schedule  for  the  next  few  weeks. 

Our  experiences  may  convince  you— as  they  did 
us— that  proper  insulation  is  highly  essential. 

Early  last  winter,  we  took  over  management  of 
a  two-story  building,  heated  by  one  oil-fired  steam 
boiler.  Within  a  week  after  we  took  over  the  man¬ 
agement,  the  second-floor  tenant  called  to  bitterly 
complain  that  it  was  so  cold  he  could  not  serve  the 
customers  of  his  beauty  shop. 

Upon  investigation  we  found  that  the  first  floor 
stores  were  always  comfortably  warm— even  in 
the  coldest  weather— but  the  second  floor  was  too 
cold  for  comfort  when  the  outside  temperature 
dipped  below  20  degrees.  This  had  been  true  for 
as  long  as  anyone  could  remember,  and  pushing 
the  heating  plant  did  not  seem  to  do  any  good. 
The  tenant  threatened  to  start  a  suit  for  damages. 

We  checked  and  found  there  was  no  roof  insu¬ 
lation  in  the  building.  We  quickly  had  insulation 
installed,  curing  a  bad  condition  that  had  existed 
since  the  building  was  constructed,  and  turning  a 
disgruntled  tenant  into  a  happy,  warm  one. 

In  another  case,  we  acquired  a  three-story,  six- 
family  apartment  building.  The  caretaker  told  us 
that  the  third-floor  apartment  rentals  were  con¬ 
siderably  lower  than  the  others  because  it  was  im¬ 
possible  to  heat  them  adequately,  and  in  summer 
they  were  10  to  15  degrees  hotter  than  those  on 
the  other  floors. 

A  check  revealed  dust  marks  between  laths  of 
the  third-floor  ceiling,  indicating  leakage.  Four 
inches  of  insulation  blown  between  the  ceiling 
joists  solved  the  problem.  The  third-floor  tenants 
were  so  pleased  that  they  agreed  to  pay  a  proper 
rental  rate.  This  increase  paid  for  the  insulation 


job  within  18  months,  and  there  was  a  substantial 
saving  on  fuel. 

The  importance  of  roof  insulation  was  dramat¬ 
ically  demonstrated  to  us  in  another  case  by  a  dark 
stain  on  the  ceiling  of  a  top-floor  apartment,  which 
brought  frequent  complaints  from  the  tenant. 

The  high-rental  building  had  recently  been 
decorated,  and  the  dark  stain  presented  a  myste¬ 
rious  problem  to  us.  A  check  of  the  attic  solved 
the  case.  A  repairman  who  had  worked  on  the  wir¬ 
ing  had  removed  the  insulation  to  get  at  the 
trouble  and  had  failed  to  replace  it.  Heat  had  been 
escaping  through  this  spot,  thus  causing  the  stain. 

—Kenneth  Draper,  CPM,  Detroit 

PROTECTING  SHRUBS 

A  barrier  of  burlap  will  protect  shrubbery  from 
winter’s  wind  and  snow,  which  claim  the  lives  of 
many  evergreens  each  year.  Don’t  wait  until 
plants  are  ruined  before  deciding  to  give  them 
protection. 

WINDOW  MAINTENANCE 

Awning  type  windows  that  operate  by  cranks 
and  gears  will  last  much  longer  if  you  carry  out 
one  simple  annual  chore.  Check  each  window  for 
loose  screws.  There  is  a  tendency  for  screws  to 
loosen  frequently  in  this  type  of  window,  causing 
excessive  wear  to  moving  parts. 

CIRCUIT  BREAKERS 

If  your  building  is  equipped  with  circuit  break¬ 
ers  instead  of  fuses,  they  should  be  inspected  after 
each  redecorating  job. 

Paint  will  bind  circuit  breakers  so  they  cannot 
operate  when  needed,  sometimes  in  an  emergency. 
Test  each  circuit  breaker  manually  after  apart¬ 
ments  have  been  painted. 

COPING  STONE  JOINTS 

One  of  the  most  frequent  sources  of  exterior 
wall  leaks  is  the  uppermost  masonry  course  above 
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the  roof.  The  coping  stones  are  designed  to  shed 
water,  but  when  the  joints  deteriorate,  rain  seeps 
into  the  interior  of  the  walls.  Cure:  have  these 
mortar  joints  painted  regularly. 

GAS  FURNACE  TROUBLES 

The  use  of  natural  gas  as  a  fuel  does  not  mean 
complete  freedom  from  maintenance.  If  you  no¬ 
tice  excess  gas  consumption,  coupled  with  over¬ 
carbonizing,  check  the  gas  valve  to  be  sure  it 
shuts  off  completely  when  the  burning  period  is 
over. 

Also  check  the  automatic  water  feed,  if  it  is  a 
steam  heat  system.  You  may  be  operating  at  such 
a  low  water  level  that  there  is  frequent  on-and-off 
burning  because  of  the  low  water  cut-off.  This  will 
cause  excessive  carbonization  inside  the  flues. 

PROTECTING  PUMPS  FROM  FLOODING 

Sump  pumps  in  boiler  pits  are  sometimes  sub¬ 
jected  to  overloads  because  of  sudden,  unusual 
volumes  of  water  beyond  their  rated  capacity.  If 
the  pump’s  motor  becomes  submerged,  the  pump 
fails  completely  and  the  damage  is  compounded. 

Since  the  pump  is  installed  as  safety  insurance 
to  protect  other  equipment,  it  will  be  a  worth¬ 
while  investment  to  spend  a  little  extra  money  on 
the  initial  installation  to  make  sure  the  motor  can¬ 
not  become  submerged.  Purchase  a  pump  high 
enough  that  the  motor  stands  above  the  level  of 
the  pit,  or  install  a  horizontal  type  cellar  drainer 
with  positive  self-priming. 

DRESS  UP  CLOSETS  AND  CABINETS 

When  modernizing  older  apartments,  do  not 
overlook  closet  and  cabinet  space.  Dress  up  closets 
with  new  poles  and  hardware. 

If  the  ceilings  are  high,  try  a  double  tier  of 
poles.  If  the  closet  is  unusually  deep,  try  two  poles 
or  install  rolling  racks  for  hangers.  Out-of-season 
clothing  may  be  stored  in  the  less  accessible  por¬ 
tion  of  the  closet. 

Widen  the  doorway  and  install  sliding  door  for 
closets  that  are  hard  to  get  into.  An  unusually 
large  closet  can  be  made  more  useful  if  it  is  di¬ 
vided  and  a  new  opening  is  made  from  an  adjoin¬ 
ing  room. 

New  things  are  always  coming  on  the  market  to 
dress  up  closets  and  cupboards.  Racks  to  attach 
to  insides  of  doors  provide  more  storage  space, 
which  can  help  rent  an  apartment  more  quickly. 

Use  good  quality  material  in  kitchen  cabinets 


to  avoid  high  maintenance  costs  in  the  future. 
Utilize  the  space  between  the  top  of  new  cabinets 
and  high  ceilings  for  storage  space.  \\^hile  these 
upper  tier  cabinets  will  be  too  high  for  every  day 
use,  they  can  be  used  for  seldom-used  articles. 

CHIMNEY  DRAFT 

The  natural  draft  of  a  chimney  can  be  improved 
by  the  use  of  an  induced  draft  fan  placed  between 
the  boiler  and  the  chimney.  This  may  be  more 
economical  than  installing  a  blower  or  extending 
the  height  of  the  chimney. 

HEAT  LOSS 

Even  a  tight-fitting  window  has  ten  times  the 
heat  loss  of  an  eight-inch  brick  wall.  Air  leakage  is 
even  greater  around  windows  which  are  not  kept 
locked. 

While  weather  stripping,  moulding  and  storm 
windows  provide  the  best  guard  against  heat  loss, 
tenants  should  be  reminded  that  they  will  be 
warmer  if  they  keep  windows  locked  as  well  as 
closed. 

REPLACING  TILES 

When  ordering  resilient  floor  coverings  pur¬ 
chase  extra  tiles  for  future  patching  of  heavily- 
traveled  areas.  This  will  save  you  the  trouble  of 
trying  to  match  tile  colors  later. 

DISCARDED  COMPACTS 

Your  wife’s  discarded  compacts  can  be  handy 
management  tools.  They  can  be  used  for  looking 
up  troublesome  chimneys,  peering  into  the  com¬ 
bustion  chamber  of  a  boiler,  and  similar  chores. 

RADIO  PAGING 

For  buildings  with  large  maintenance  staffs,  use 
of  radio  paging,  similar  to  the  system  used  in  large 
hospitals,  enables  managers  to  keep  in  touch  with 
service  employees. 

EXHAUST  DUCTS 

Periodic  cleaning  to  remove  grease  from  res¬ 
taurant  exhaust  ducts  is  a  must,  since  they  repre¬ 
sent  a  great  fire  hazard. 

WEEP  HOLES 

The  power  of  water  and  frost  is  almost  unbe¬ 
lievable.  Weep  holes  set  into  retaining  walls  to  re¬ 
lieve  the  pressure  of  excess  moisture  will  save  the 
masonry  from  extreme  damage. 
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Here's  the  secret  of 


Coming  . . . 

A  Revised  Edition  of 

Cooperative  Apartments— 
Their  Organization 
and  Profitable  Operation 


The  demand  has  been  so  great  for  this  book— 
the  only  text  available  on  the  subject— that  it  is 
currently  out  of  print.  A  revised  edition,  con¬ 
taining  information  on  condominiums  and  a 
section  on  how  to  prepare  a  budget  for  co-ops, 
will  be  published  soon  by  the  IREM.  This  fac¬ 
tual,  authoritative  book  should  be  part  of  everv 
CPM’S  library. 

FOR  FURTHER  INFORMATION 


Institute  of  Real  Estate  Management 

36  South  Wabash  Avenue,  Chicago  3,  III. 


Chiecgo  Fsucct  Superiority 


This  is  the 
standard  oper¬ 
ating  mechanism  of 
all  Chicago  Faucets.  It 
I  permits  minor  repairs — such 
u  washer  or  seat  renewal- 
in  a  matter  of  minutes.  If  ever 
necessary  it  can  be  replaced 
completely  just  as  quickly; 
the  faucet  body  never  wears 
out.  Because  it  closes  with 
with  the  pressure  it  closes 
drip-tight  at  a 
touch,  spares 
washers  the  Ijfe- 
shortening 
fight  against 
pressure. 


Chicago  Faucets 
cost  a  little  more 
to  begin  with 
they  save  you 
money  and  trouble 
from  then  on. 


Th« 

Chicago  Faucot 
Company 
Chicago  39,  iiiinoU 


EXCLUSIVE  NEW  BUCKEYE 
METHOD  CUTS  COST  OF 
xMAINTAINING  YOUR 
TEKRAZZO  FLOORS! 


NEW 

TERRAZZO  SEAL 

AND  FINISH 

Easy  to  apply . . .  dries  in  15  to  20  minutes 
instead  of  3  to  4  hours !  Won’t  discolor  surfaces ! 

Dries  in  only  a  tiny  fraction  of  the  time  re¬ 
quired  by  ordinary  terrazzo  seals.  Gives  your 
floors  a  beautiful  high  gloss  that’s  safely  non- 
skid— without  need  for  time-consuming  buffing. 
Saves  money,  too,  because  it  can  be  patched 
in  the  heavy  traffic  areas  without  doing  over 
the  entire  surface.  BUCKEYE  is  safe  and 
odorless— a  pure  white  water  emulsion  that 
won’t  turn  yellow.  Stubbornly  resists  the  dis¬ 
coloring  action  of  water,  soap  and  food  spillage. 
Surfaces  are  guarded  against  dusting,  chipping 
and  general  disintegration.  Seals  pores  against 
dirt  and  grime.  PROTECT  AND  PROLONG 
THE  LIFE  OF  YOUR  TERRAZZO  FLOORS 
WITH  BUCKEYE  TERRAZZO  SEAL  AND 
FINISH. 


Also  nronimvndi'd  for  Asphalt.  ( 'omposition  Tih; 
('ork,  ('lay  I'ilr.  (Quarry  'Fite,  Vinyl,  Marble. 


r - 

—  MAIL  COUPON  TODAY - 

1 

j  DAVIES-YOUNG  SOAP  COMPANY 

j  P.O.  Box  995,  Dayton  1,  Ohio 
j  Q]  Please  have  your  representative  call. 

1  Q^Send  me  more  information. 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1  City 

1 

1 

TERRAZZO  SEAL 

1 

1 

^  1 II 

Contact  your  nearest  distributor  for  information 
about  this  and  other  Buckeye  products. 

THE  DAVIES -YOUNG 

SOAP  COMPANY 

P.O.  Box  995— Dayton  1,  Ohio 

New  Certifications 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 


The  title  of  "Certified  Property  Manager"  has  been  conferred  upon  the  following  individuals  elected  to 
membership  May  1961  by  the  Institute  of  Real  Estate  Management. 


Alice  L.  Stagen  (2081) 

214  N.  Canon  Drive 
Beverly  Hills,  California 

Bom  September  30,  1906,  in  Berlin,  Germany;  com- 
leted  IREM  Course  (1955)  in  San  Francisco; 
roker-associate  of  Wm.  E.  Stagen  and  secretary- 
treasurer  of  Stagen  Property  Management,  Inc.;  busi¬ 
ness  background  in  real  estate  brokerage;  also  general 
real  estate  operations  (listing,  selling,  field  and  office 
work  in  managing,  including  interior  decorating  and 
rehabilitating  properties);  eight  years  experience 
managing  apartment  buildings  and  office  stores;  firm 
is  affiliated  with  the  Beverlv  Hills  and  Los  Angeles 
Real  Estate  Boards  and  operates  principally  in  that 
territory. 


Gustave  John  Judge  (2082) 

600  S.  Spring  St. 

Los  Angeles,  California 

Bom  in  Chicago,  Ill.,  March  12,  1912;  assistant  cash¬ 
ier  property  management.  United  California  Bank, 
representing  bank  in  property  management  of  branch 
bank  buildings  and  office  buildings;  completed  IREM 
Course  1  (1959),  Denver  and  Course  II  (I960), 
Boston;  took  extension  course  in  property  manage¬ 
ment  at  U.C.L.A.;  member,  Building  Owners  and 
Managers  Ass’n  of  Los  Angeles;  associate  member 
Los  Angeles  Realty  Board.  Territory  covered  pro¬ 
fessionally  is  Los  Angeles,  Orange  and  San  Bernardino 
counties  and  southern  California. 


Orval  R.  Buckman  (2083) 

1507  Leimert  Blvd. 

Oakland  2,  California 

Bom  March  3,  1904,  Farmington,  California;  partner 
Oakmore  Realtv  Co.  In  addition  to  rounded  broker¬ 
age  experience,  has  2.5  years  experience  managing 
mainly  single  familv  homes  and  apartment  buildings; 
attended  University  of  California  extension  courses  in 
taxation,  appraisal  and  property  management;  com¬ 
pleted  IREM  Course  I  (1960),  Niagara  Falls;  mem- 
l)er,  Oakland  Real  Estate  Board,  Chamber  of  Com¬ 
merce,  Aahmes  Shrine  and  Blue  Lodge  of  Masons; 
sponsor.  Stadium  Committee  for  Oakland;  past  presi¬ 
dent,  East  Bay  Ass  n  of  Patrons  and  Brokers  Ex¬ 


change;  vice  president.  Bay  Area  Investors.  Inc. 
Territory'  covered  professionally  is  City  of  Oakland 
and  particularlv  east  Oakland. 

William  J.  Bradford,  Jr.  (2084) 

1622  Alfred  I.  duPont  Building 
Miami,  Florida 

Born  in  Chicago,  Illinois,  August  21,  1927;  secretary- 
treasurer  in  charge  of  property  management.  The 
Allen  Morris  Company;  since  October,  1959,  in¬ 
volved  exclusively  •with  the  development,  construc¬ 
tion,  leasing  and  management  of  a  regional  shopping 
center  in  Greater  Miami;  majored  in  economics  and 
personnel  management  at  University  of  Miami;  took 
Appraisal  Courses  I  and  II,  University  of  Notre  Dame; 
IREM  Course  II  (1959),  Washington,  D.  C.,  fourth 
Institute  Management  and  Operation  of  Shopping 
Centers,  I.C.S.C.,  University  of  Illinois;  member, 
Miami  Board  of  Realtors  (and  its  builders  commit¬ 
tee);  Kiwanis  Club;  University  of  Miami  Alumni 
Ass’n;  Intemat’l  Council  of  Shopping  Centers  (1961 
Convention  Committee);  territory'  covered  profes¬ 
sionally,  state  of  Florida. 

Bernard  Singer  (2085) 

1430-A  Beacon  St. 

Brookline,  Mass. 

Born  in  Cambridge,  Mass.,  April  18,  1917;  owner 
realtv  company  his  name;  seventeen  years  manage¬ 
ment  experience;  supervises  c'onstruction  and  major 
remodeling  of  commercial  buildings;  graduate 
Wharton  School;  University  of  Penn,  (majored  in 
real  estate);  received  B.S.  degree  in  economics;  com¬ 
pleted  A.I.R.E.A.  Course  I  (1959);  instructor,  19.56- 
1961,  Boston  University  (evening  division)  on 
“Rental  Housing  Operation;”  director.  Rental  Hous¬ 
ing  Ass’n,  Brookline  Chamber  of  Commerce;  member, 
American  Society  of  Appraisers,  Boston  Real  Estate 
Board  and  chairman  its  Education  Committee.  Pro¬ 
fessional  territory  covered  is  Massachusetts. 

Darrel  M.  Holt  (2086) 

415  Second  Ave.,  S. 

Minneapolis,  Minn. 

Born  August  18,  1915,  Stranraer,  Sask.,  Canada;  ex¬ 
ecutive  vice  president.  The  Towle  Company;  tyventv- 
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five  years  ejmerience  managing  apartment  buildings, 
store  and  office  buildings;  personal  brokerage  deals 
and  M.A.I.  mortgage  correspondent  for  own  company 
and  leading  insurance  companies;  B.A.  in  economics 
from  Hamline  University  and  graduate  work  at  the 
University  of  Indiana;  lecturer  at  Northwestern  Uni¬ 
versity  School  of  Mortgage  Banking;  Southern  Meth¬ 
odist  Senior  Executives  Conference  M.B.A.,  Uni¬ 
versity  of  Minnesota;  speaker.  Finance  Forums,  First 
National  Bank  of  Minneapolis,  Union  Bank  of  Grand 
Rapids;  holds  membership  in  A.I.R.E.A.;  past  presi¬ 
dent,  Minneapolis  Board  of  Realtors  and  Minnesota 
Mortgage  Brokers  Ass’n;  professional  territory 
covered,  upper  midwest. 


A.  Skidmore  Thorpe  (2087) 

519  Marquette  Ave. 

Minneapolis,  Minn. 

Born  March  30,  1929,  in  Minneapolis,  Minn.;  leasing 
and  management  agent  Thorpe  Bros.,  Inc.,  handling 
residential  and  downtown  commercial  properties  as 
well  as  commercial  and  industrial  brokerage  and  ap¬ 
praisal;  A.B.  degree  architecture,  Princeton  Univer¬ 
sity;  completed  IREM  Course  I  (1954),  Chicago; 
president.  Landmark  Properties;  member.  Building 
Owners  and  Managers  Ass’n  and  Board  of  Realtors  of 
Minneapolis,  Twin  City  Investment  Trust  (committee 
head  and  past  president).  Territory  covered  profes¬ 
sionally  is  downtown  Minneapolis  and  its  suburbs. 


E.  Dorsey  Ruth  (2088) 

107  N.  Seventh  St. 

St.  Louis,  Missouri 

Born  Dec.  1,  1913,  University  City,  Mo.;  firm  name 
Francis  and  Ruth,  Realtors;  active  as  property  man¬ 
ager  for  twenty-three  years  specializing  in  residences, 
apartment,  store  and  office  buildings;  attended  St. 
Louis  University  (6  years);  L.L.B.  in  law;  completed 
IREM  course  II  (I960),  St.  Louis;  Appraisal  Institute 
Courses  I  and  II,  Insurance  courses  Washington  Uni¬ 
versity  (night  school);  member,  St.  Louis  Real  Estate 
Board,  Real  Estate  and  Bar  Ass’n  of  Missouri;  pro¬ 
fessional  territory  covered,  metropolitan  St.  Louis 
which  includes  St.  Louis,  St.  Louis  County  and  Madi- 
.son  County,  Illinois. 


James  Morris  Trotter  (2089) 

129  Brevard  Court 
Charlotte,  N.  C. 

Bom  September  22,  1904  in  Charlotte,  N.C.  Owner 
Morris  E.  Trotter  &  Son;  twenty-six  years  experience 
managing  principally  residences,  apartment,  store 
and  office  buildings;  received  B.S.  degree  commerce, 
Davidson  College,  N.C.  and  completed  IREM  Course 
(1946),  Birmingham;  received  standard  certificate 
from  the  American  Institute  of  Banking  of  which  he 


is  a  past  chapter  president;  studied  law  evenings  with 
a  local  attorney;  member,  Charlotte  Board  of  Realtors, 
Country  Club,  Junior  Chamber  of  Commerce  (charter 
member).  Property  Management  Ass’n  (several  times 
president);  professional  territory  is  Charlotte,  N.C. 

Edgar  A.  Wohiford,  Jr.  (2090) 

1028  So.  Blvd. 

Charlotte,  N.  C. 

Born  February  19,  1923  in  Charlotte,  N.C.;  vice  presi¬ 
dent  and  property  manager  Spangler  Realty  Co.,  prin¬ 
cipal  owners  of  the  majority  of  property  managed  by 
them— residential  and  apartment  buildings;  graduate 
Carolina  Business  School;  B.S.  degree.  University  of 
N.C.  and  IREM  Courses,  II  (1960),  St.  Louis  and  I 
(1961),  Cincinnati;  associate  member,  Charlotte 
Board  of  Realtors,  Inc.  Territory  covered  profession¬ 
ally  is  North  Carolina. 

Horry  B.  Finch  (2091) 

16  Salem  St. 

Thoma$ville,  N.  C. 

Bom  January  17,  1915,  Thomasville,  N.C.;  owner 
Harrv  B.  Finch,  Realtor;  active  in  appraising,  build¬ 
ing  and  architecture;  has  been  building  rental  prop¬ 
erties  for  25  years— residences,  apartment,  store  and 
office  buildings;  received  A.B.  and  B.S.  degrees  from 
High  Point  College  and  N.C.  State  College;  com¬ 
pleted  IREM  Course  I  (1961)  Cincinnati;  member. 
High  Point  Board  of  Realtors;  mayor,  city  of  Thomas¬ 
ville;  member.  City  Council,  Board  of  Education; 
past  president.  Junior  Chamber  of  Commerce,  Rotarv 
Club;  past  commander,  American  Legion  and  presi¬ 
dent,  Thomasville  Development  Corporation.  Terri¬ 
tory  covered  professionally:  Thomasville,  High  Point, 
Burlington  and  Randolph  County  in  North  Carolina. 

Stanley  R.  Gershuny  (2092) 

312  W.  7th  St. 

Cincinnati,  Ohio 

Born  March  25,  1931,  Cincinnati,  Ohio;  owner 
StanRoy  Realtors;  active  in  purchase  of  investment 
property— apartment,  store  and  office  buildings,  gas 
stations  and  parking  lots.  Studied  real  estate  at  Uni¬ 
versity  of  Cincinnati  Evening  College  (4  years);  com¬ 
pleted  IREM  Course  I  (1959),  Detroit;  Course  II 
(1960),  Bo.ston;  member,  the  Cincinnati  Club,  Inc., 
Real  Estate  Board,  Big  Brothers  Ass’n  and  Athletic 
Club  of  Cincinnati,  B’nai  B’rith,  Free  and  Accepted 
Masons  of  Ohio;  professional  territory  covered,  Ham¬ 
ilton  Countv,  Ohio. 


Vernon  Reingold  (2093) 

1410  Law  Finance  Bldg.,  4th  Ave. 

Pittsburgh,  Pa. 

Born  March  27,  1926  in  Pittsburgh,  Pa.  Heads  own 
firm  Reingold  Real  Estate,  specializing  in  appraising 
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and  management  of  residential  and  commercial  prop¬ 
erties;  studied  engineering  at  Bucknell  and  business 
administration  at  University  of  Pennsylvania;  re¬ 
ceived  B.S.  in  economics;  completed  IREM  Course  I 
(1958),  Pittsburgh;  Real  Estate  Appraisal  I  at  Uni¬ 
versity  of  Pittsburgh;  member,  Greater  Pittsburgh 
Board  of  Realtors,  University  of  Penn.  Alumni  Club, 
Phi  Episilon  Pi  Alumni.  Professional  territory  served 
is  Pittsburgh  and  western  Pennsylvania. 


John  E.  Harrison,  Jr.  (2094) 

305  W.  Sixth  Street 
Austin,  Texas 

Born  in  Orange,  Texas,  November  27,  1916;  partner 
Harrison-Wilson-Pearson  propert\'  management  firm; 
engaged  for  18  vears  in  managing  single  family  resi¬ 
dences,  commercial  properties,  investment  properties; 
acts  as  counsel  with  architects  and  contractors  in  be¬ 
half  of  clients  for  the  building  and  development  of 
office,  commercial,  medical  and  apartment  buildings. 
Took  pre-med  c-ourse  at  John  Tarleton  A  &  M  College 
and  spent  a  year  and  a  half  at  University  of  Texas; 
completed  IREM  Course  (1956),  San  Antonio. 
Member  Austin  Real  Estate  Board,  Chamber  of 
Commerce,  Lions  Club  (past  director).  Industrial  De¬ 
velopment  Committee;  president  Shepherd  Invest¬ 
ment  Corp.  Professional  territory  is  principally  within 
Austin  city  limits. 


Richard  B.  Berry  (2095) 

205  Rar'io  Central  Bldg. 

Spokane,  Washington 

Born  February  2,  1919,  Hollv,  Colorado;  property 
manager  Watson  Company,  Inc.,  specializes  in  man¬ 
aging  and  inspecting  residences,  apartment,  store  and 
office  buildings,  hotels,  garage-type  buildings  and 
warehouses;  completed  IREM  Course  (1956),  Se¬ 
attle;  member,  Spokane  Realty  Board,  Building  Own¬ 
ers  &  Managers  Ass’n,  Downtown  Ground  Floor  Va¬ 
cancy  Committee.  Professional  territory  covered  is 
Spokane  and  Spokane  Countv,  Washington. 


Gurne*  Cape  (2096) 

312  E.  Wisconsin  Ave. 

Milwaukee,  Wisconsin 

Bom  June  16,  1920,  Racine,  Wisconsin;  Real  Prop¬ 
erty  Officer  FHA  in  charge  acquisition,  management 
and  sale  of  individual  and  project  properties  for  Fed¬ 
eral  Housing  Administration.  Attended  Carroll  Col¬ 
lege,  Waukesha,  VV^i.sconsin;  IREM  Course  1  (1960), 
Charlotte;  Course  II  (1960),  St.  Louis;  property 
management  c-ourse,  Universit\’  of  So.  California; 


real  estate  valuation  courses  at  U.S.C.,  R.E.  Ap¬ 
praisers  Course  II  at  Stanford  University;  associate 
member,  Waukesha  and  Milwaukee  Real  Estate 
Boards;  member.  Society  of  Residential  Appraisers; 
Elks  Club,  American  Legion.  Territory  covered  pro¬ 
fessionally  is  state  of  Wisconsin. 


Joel  K.  Slater  (2097)  ’ 

806  Childs  Building  I 

211  Portage  Ave.  | 

Winnipeg,  Manitoba,  Canada 

Bom  March  1,  1937  in  Winnipeg,  Manitoba,  Canada;  \ 
management  director  David  Slater,  Ltd.  who  are  en-  j 
gaged  in  general  real  estate  and  property  manage-  ] 

ment  and  active  in  development  field  of  apartment, 
store  and  office  buildings,  shopping  centers,  etc. 
Studied  for  F.R.I.;  B.A.  degree  from  the  University 
of  Manitoba;  completed  IREM  Courses  I  (1960)  in 
C'harlotte,  and  II,  in  St.  Louis;  member  Winnipeg  Real 
Estate  Board  and  Canadian  Ass’n  of  Real  Estate 
Boards,  Senior  Chamber  of  Commerce  and  Appraisal  ' 
Institute  of  Canada.  Professional  territory  covered:  | 
Manitoba,  Winnipeg  and  Saskatchewan-Regina.  ' 

( 


William  Alexander  Smith  (2098) 

P.  O.  Bax  699 

Winnipeg,  Manitoba,  Canada 

Born  March  21,  1931,  Winnipeg,  Manitoba,  Canada; 
director  with  Oldfield,  Kirby  and  Gardner,  Limited, 
who  specialize  in  managing  residences,  apartment, 
store  and  office  buildings.  Has  Chartered  Accountancy 
degree  (equivalent  to  CPA  degree)  from  the  Uni¬ 
versity  of  Manitoba;  completed  IREM  Course  I 
(1958),  Lake  Arrowhead;  member,  Winnipeg  Real 
Estate  Board,  Finance  Committee  (Industrial  De¬ 
velopment  Board),  Institute  of  Chartered  Account¬ 
ants,  Manitoba.  Professional  territory  covered  is 
Winnipeg  and  environs. 


Clayton  A.  Fitzsimmons  (2099) 

197  Sparks  Street 
Ottawa,  Ontario,  Canada 

Born  June  3,  1906,  Ottawa,  Ontario,  Canada;  presi¬ 
dent  C.  A.  Fitzsimmons  and  Company,  Limited; 
thirty-four  \ears  experience  managing  houses,  apart¬ 
ment,  store  and  office  buildings,  hotel  buildings  and 
parking  lots.  Has  been  lecturer,  Canadian  Appraisal 
Institute  and  the  Ottawa  and  Canadian  Real  Estate 
Boards;  memlter,  Ontario,  Ottawa  and  National  As¬ 
sociation  of  Real  Estate  Boards,  Canadial  Institute  of 
Realtors,  American  and  Canadian  Institute  of  Real 
Estate  Appraisers.  Professional  territory  covered, 
Ottawa  and  Ottawa  Valle\’  and  Calgary,  Alberta. 
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Alexander  H.  Fitzsimmons  (2100) 

197  Sparks  Street 
Ottawa,  Ontario,  Canada 

Born  July  18,  1931  in  Ottawa,  Ontario,  Canada; 
manager,  property  management  department  C.  A. 
Fitzsimmons  and  Company,  Ltd.  of  residences,  apart¬ 
ment,  store,  office  buildings  and  parking  lots.  Studied 
economics  and  political  science  at  Carleton  Uni¬ 
versity;  A.l.R.E.A.  Courses  I  and  II;  attended  Trav¬ 
eler’s  Casualty  and  Fire  School;  completed  IREM 
Cour.se  I  (1959),  Detroit;  II  (1960),  Boston;  mem¬ 
ber,  Fact  Finding  Committee,  Sparks  Street  Mall  As¬ 
sociation,  the  Ottawa,  Ontario  and  Canadian  Asso¬ 
ciations  of  Real  Estate  Boards;  territory  covered  pro¬ 
fessionally,  Ottawa,  eastern  Canada,  Calgary  and 
Alberta. 


Ronald  H.  W.  Dempster  (2101) 

15  King  Street,  W. 

Taranto,  Ontario,  Canada 

Born  November  18,  1918  in  Plumb.stead,  England; 
real  estate  officer,  property  management  department 
Montreal  Trust  Company,  managing  residences, 
apartment,  store  and  office  buildings  and  store  apart¬ 
ments;  completed  IREM  Course  (1955),  Niagara; 
IREM  Course  (1959),  Washington;  member,  To¬ 
ronto  Real  Estate  Board,  Ontario  Chapter  ( vice  presi¬ 
dent)  IREM;  secretary,  Thornhill  Ratepayers  Associ¬ 
ation.  Territory  covered  is  Ontario,  Canada  (mainly 
Toronto). 


The  meaning  and  importance  of  the  designation 

Certified  Property  Manager 


►  Management  men  deal  with  and  handle  the  properties  of  a  large  section  of  the 
investing  public.  The  Institute  of  Real  Estate  Management,  made  up  of  manage¬ 
ment  men  and  women  who  specialize  in  operating  the  real  property  of  others, 
has  sought,  since  its  organization  in  1934,  to  protect  the  interests  of  this  large 
public  by  lifting  standards  of  management  and  training  men  in  the  profession. 

►  To  offer  safeguards  against  questionable  practices  and  to  improve  the  services 
property  owners  get  from  management,  the  Institute  has  recorded  and  dissemi¬ 
nated  information  on  property  management,  sponsored  educational  courses,  and 
established  rigid  tests  of  the  experience,  competency  and  integrity  of  men  in  the 
business.  Those  who  meet  the  requirements  of  the  Institute  and  are  accepted  as 
members  are  authorized  to  identify  themselves  by  the  designation  CPM,  mean¬ 
ing  “Certified  Property  Manager.” 

►  A  CPM  is  a  dependable  and  competent  real  estate  manager,  selected  with 
careful  regard  to  personal  honesty  and  professional  standing.  CPMs  have  cred¬ 
itable  records  of  experience  and  have  demonstrated  that  they  have  executive 
skill  in  dealing  with  real  estate  management  problems. 

►  The  designation  “CPM”  will  guide  the  property-owning  public  to  competent 
management  help. 
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New  Accredited  Management  Organizations 

INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 


The  designation  "Accredited  Management  Organization"  was  conferred  upon  the  following  companies 
May  1961  by  the  Institute  of  Real  Estate  Management. 


Keyes  Continental  Management  Corporation 

234  Biscayne  Blvd. 

Miami,  Florida 

This  corporation,  organized  February  1,  1960,  previ¬ 
ously  operated  as  the  property  management  division 
of  The  Keyes  Company  which  has  holdings  both  in 
the  United  States  and  abroad.  Officers  are:  Kenneth 
S.  Keves,  CPM,  chairman  of  the  board;  A.  T.  Beck¬ 
with,  CPM,  president;  William  Steinhaus,  vice  presi¬ 
dent;  J.  M.  Vroon,  vice  president-treasurer;  and  E.  J. 
Dormer,  secretary.  The  president,  A.  T.  Beckwith  is 
recognized  as  one  of  the  leading  real  estate  manage¬ 
ment  men  in  the  United  States  and  is  active  in  various 
real  estate  and  management  associations.  Member¬ 
ship  is  held  bv  the  firm  in  the  Miami  Board  of  Real¬ 
tors,  Urban  Land  Institute,  American  Society  of  Real 
Estate  C^ounselors  and  the  Appraisal  Institute. 


E.  Valledar 

219  N.  E.  5th  Street 
Miami,  Florida 

Sole  proprietor  of  this  business  which  was  formed  in 
1954  is  Enrique  Valledor,  CPM.  The  firm  has  a  gen¬ 
eral  real  estate  business,  including  leasing  of  stores, 
warehouses,  etc.,  in  addition  to  the  selling  of  resi¬ 
dential  and  investment  properties.  Membership  is 
held  by  the  firm  in  the  Miami  Board  of  Realtors,  Insti¬ 
tute  of  Real  Estate  Management,  National  Institute  of 
Real  Estate  Brokers  and  International  Traders  Club. 


Ade  Realty,  Snc. 

7814  Cottage  Grove  Ave. 

Chicago,  III. 

Ade  Realh’  was  founded  as  an  individual  enterprise 
bv  Joseph  Friedman  in  1939  and  was  incorporated  in 
1950  at  which  time  Sidney  F.  Friedman,  CPM,  be¬ 
came  president.  Other  officers  are:  Edward  Durschlag, 


vice  president,  and  Margaret  Ann  Thompson,  sec¬ 
retary.  The  firm  is  engaged  in  the  management  of 
real  estate  and  sales  related  to  apartment  buildings 
and  store  buildings.  It  is  a  member  of  NAREB,  the 
Chicago  and  South  Central  Real  Estate  Boards. 


Sack  Realty  Co. 

6549  S.  Hoisted  Street 

Chicago,  III. 

Principals  of  the  firm  which  was  founded  in  1921  by 
Bernard  N.  Sack  and  the  late  Mrs.  K.  G.  Sack,  are 
Bernard  N.  Sack  and  Lawrence  H.  Sack,  partners. 
Ernest  Fieldman,  CPM,  is  associated  with  the  firm  as 
supervisor  of  management.  The  firm  has  been  active 
in  the  management  of  multi-story  apartment  build¬ 
ings,  walk-ups  and  store  buildings.  They  built  the 
building  where  their  office  is  located.  The  firm  holds 
membership  in  the  Chicago  Real  Estate  Board,  Chi¬ 
cago  Chamber  of  Commerce,  Southtown  Planning 
Ass’n,  Englewood  Business  Men’s  Ass’n,  South  Side 
Real  Estate  Board,  South  Side  Renting  Men’s  Ass’n 
and  South  Shore  Commission. 


Kohr-Havens  Management  Company 
50  W.  Gay  Street 
Columbus,  Ohio 

The  firm  which  was  created  in  1957,  represents  a 
merger  of  two  of  the  city’s  oldest  real  estate  families; 
the  Kohr  family,  in  the  real  estate  business  since  early 
in  the  1900’s  and  the  Havens  family,  dating  back  to 
1873.  The  company  manages  houses,  apartment, 
store,  office  and  medical  buildings,  and  shopping  cen¬ 
ters.  Officers  are:  William  D.  Havens,  CPM,  presi¬ 
dent;  Thomas  P.  Kohr,  MAI,  SRA,  vice  president; 
John  F.  Havens,  secretary-treasurer,  and  Paul  T.  Kohr, 
vice  president.  They  hold  membership  in  NAREB, 
the  Ohio  AREB,  Columbus  REB,  International  Coun¬ 
cil  of  Shopping  Centers,  Chamber  of  Commerce  and 
BO.MA. 
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Annual  Award  Established  for  Best  Article 


►  An  annual  award  for  the  best  article  appearing  in  the  Journal  of  Prop¬ 
erty  Management  has  been  established  by  the  Institute  of  Real  Estate 
Management. 

►  Mrs.  Wilma  C.  Hefti,  chairman  of  the  Journal  Editorial  Committee,  an¬ 
nounced  that  the  first  award,  a  plaque,  will  be  made  in  May,  1962,  for  the 
best  article  appearing  in  the  quarterly  publication  this  year,  as  determined 
by  a  selection  board  chosen  by  the  Committee. 

►  The  winning  article  will  be  chosen  from  the  following  categories: 

1.  The  article  which  makes  the  most  original  contribution  to  the  im¬ 
provement  of  property  management  techniques. 

2.  The  article  which  most  effectively  alerts  property  managers  to  new 
trends,  new  techniques,  and  their  influence  on  the  management  of  real 
estate. 

3.  The  article  which  most  effectively  helps  property  managers  to  im¬ 
prove  their  service  to  the  public. 

4.  The  article  which  does  the  best  job  of  explaining  a  particular  aspect 
of  the  property  management  field. 
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